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A Banker's Diary 


In our November issue, we quoted the National City Bank’s estimate of world 
gold and dollar reserves, outside the United States, at $20,600 millions in 
June 1944. A similar estimate published in the Federal 
World Gold Reserve bulletin places the total at only around $17,000 millions 
Reserves as at September last. It should be mentioned that United 
Kingdom reserves are not included in either estimate. The 
disparity between the two figures is due largely to the valuation 
placed on the dollar balances, as the National City Bank included all foreign 
banking funds in the United States, which were placed at $5,930 millions, 
whereas the Federal Reserve bulletin takes account only of official dollar 
balances, which amounted to no more than $3,000 millions. On either basis, 
the world as a whole is obviously well supplied with liquid assets, over and 
above any additional resources provided by the International Monetary Fund. 
Indeed, the total quotas under the latter would add less than 50 per cent. to 
existing reserves. 

The Federal Reserve bulletin draws the obvious conclusion that, given 
these abundant reserves and also the control over capital movements which 
can be taken for granted, ‘‘ there will be grounds to hope for some degree 
of stability and freedom in international exchange relationships in the post- 
war period. How great a degree of stability and freedom—and in particular 
how great a volume of American export trade—will depend on the success 
that the United States achieves in moving toward a full production economy 
at home and in pursuing on the international front policies that encourage 
American imports of foreign goods and services, and that facilitate American 
investment in all parts of the world where it will prove productive.’ 





THE conclusion that full employment in the United States is of paramount 
importance for any solution of the international problem is also emphasized 

in another article in the same issue of the bulletin, by Mr. 
Exports and Ernest G. Draper of the Board of Governors and Mr. Walter 
Employment R. Gardner, Chief of the Board’s International Section. Not 

only would a full production economy in the United States 

directly increase America’s demand for imports, it is pointed 
out, but a few years of prosperity might also make American sectional interests 
more willing to accept the readjustments in tariffs that will be necessary to 
prevent a renewal of the one-way gold inflow into the United States. 

In an interesting passage, which might well be studied by some of our 
twentieth-century cranks on this side, the article disposes of the argument 
that imports should be regarded with apprehension and an export surplus 
welcomed as an aid to employment. Regardless whether or not there is full 
employment, exports benefit the standard of living. It is conceded that in 
an emergency such as that of the early ’thirties ‘‘ existing jobs must be main- 
tained no matter what the long-range implications. But in planning for the 
longer future this position is hardly tenable. If exports are merely a work- 
creating project, then their purpose can be accomplished with greater advantage 
to this country by remission of taxes or by expenditures on well-conceived 
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projects at home. [If it is safe for the Government to stimulate employment 
by buying foreign gold and thus increasing foreign purchasing power, then 

it is equally safe for it to use the money to increase purchasing power in the 
hands of Americans. From the point of view of inflationary pressure there is 
no choice between the two methods. But the domestic programme has the 
lasting advantage of keeping American products for the use of American 
people rather than passing them out to others in exchange for unwanted 
additions to our gold stock.”” The writers go on to emphasize that this is not 
an argument for refusing to purchase foreign gold, since that would “ rend 
the fabric of international exchange stability.’’ It is an argument for the 
adoption of policies designed to balance Ame rican’s international position and 
thus remove the need for a gold inflow. ‘‘ We should not be deterred from 
pursuing these policies by fear that the acceptance of foreign goods in sufficient 
amount to balance our international position would curtail domestic employ- 
ment. On the contrary to fail to do so will hurt the American standard of 
living.” 

Another welcome feature of the article is that the writers, like Mr. Golden- 
weiser, stress the need for adjustment in exchange rates to the equilibrium 
level: ‘“ The exchange rate plays a vital role. Perhaps the best opportunity 
that we have had for a generation to get the foreign world into the right 
market relationship with the United States will occur in the transition from 
war economies to peace. Old parities will have lost their force. It will be 
to the interest of the United States that the new foreign exchange rates be 
fixed at a level which will permit effective competition in the markets of the 
world. Only as this takes place can we hope to be paid in goods for the 
resources we export abroad; and anless our trade is ultimately of this 
character, it will neither add to our standard of living nor be able to sustain 
itself at a high level. It will merely add to our redundant gold stocks so long 
as foreign reserves hold out, and it will be restricted in the end by direct 
controls of trade and the formation of trading blocs which mark the beginning 
of economic warfare.’ If only enlightened views of this kind were more 
widely held on both sides of the Atlantic the future would be promising indeed. 


THE report of the Canadian Mutual Aid Board for the period May 20, 1943, 
to March 31, 1944, shows that total appropriations for war supplies to Britain 
amounted to $723.8 millions. Of this total, $554.7 millions 

Canada’s represented munitions and military supplies, the largest items 


Mutual being $158.8 millions for the construction of merchant vessels 
Aid $81.1 millions for auto-motive equipment and mechanical 


transport, $80.3 millions for shells and munitions, $61.3 
millions for guns and small arms and $59.7 millions for miscellaneous equip- 
ment and stores. In addition, we received $169.0 millions of foodstuffs and 
farm products, bacon accounting for $83.9 millions and wheat for $41.3 millions. 
Over and above Mutual Aid, Britain purchased from Canada over this period 
as much as $1,149 millions of goods. An analysis of the sources from which 
we obtained the necessary Canadian dollars with which to pay for these 
purchases attributes no less than $534 millions to payments by Canadian 
Forces overseas and only $101 millions to the proceeds of British exports to 
Canada. The sale to the Canadian Government of the United Kingdom equity 
in Canadian war plants contributed $165 millions, while $190 millions was 
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derived from the withdrawal of working capital funds formerly advanced to 
contractors and to the Department of Munitions and Supply. 

The report points out that Canada has followed the principle of providing 
Mutual Aid only to the extent that other countries are unable to provide 
Canadian dollars for what they require in Canada, while the same principle 
has been followed of not seeking reciprocal aid where Canada has been able 
to buy what she needed. On its own initiative, the United Kingdom had 
given Canada at the date of the report reciprocal aid in the form of six destroyers 
for the Royal Canadian Navy and had announced its intention of providing 
Canada with two cruisers and other ships in the near future. Since early 
in the war, too, this country has been providing without charge the armament 
for many of Canada’s merchant ships. The report stresses “that : “ Mutual 
Aid is designed to avert the tragic consequence of the huge inter-allied debts 
of the last war, which were responsible for a part of the suffering, depression 


- and unemployment of the past quarter century and indeed, in part, for the 


outbreak of this war.’ 


OwING to the renewed spurt in expenditure during the past nine months, 
the picture of the national finances at the end of 1944 was not quite so favour- 
able as it was twelve months earlier. In the first quarter of 

Nine the financial year, as will be seen from the table below, ex- 
Months’ penditure was only {13.6 millions higher than in 1943-4, 
Revenue against an increase in revenue of as much as {62 millions, 
thus leaving the current deficit as at June 30 £48.4 millions 

lower than at the corresponding point of the previous year. In the succeeding 
six months, however, expenditure showed a rise of {207.6 millions on the 
year and revenue an increase of only {91.1 millions, so that the deficit for this 
period was {116.5 millions higher than in 1943. For the nine months as a 
whole, the deficit amounted to {2,456.8 millions, an increase of {68.1 millions. 





Expenditure Revenue 
Change Change 
on year on year 
Am. £m. £m. #m. 
A pril/June sc , 1,420.5 13.6 601.2 + 62.0 
July/Sept. fo is 1,524.1 130.7 734.3 - 54.6 
Oct./Dec. a “ 1,502.7 76.9 655.0 30. 5 
April/Dec. is a 4,447.3 225.2 1,990.5 +- “153. 1 


By December 1931, 64.2 per cent. of the estimated revenue for the full 
year had already been collected, or I per cent. more than at the end of 1943. 
It does not appear that this increase is due to more cautious estimating ; 
on the contrary, it seems probable that for the full year revenue will exceed 
the estimate of £3,102 millions by some £150 millions. In this case, well 
over the conventional 50 per cent. of expenditure will once again be covered 
from taxation. Up to the end of December, income tax, estate duties and 
E.P.T. were still extremely bouyant, while on the other hand surtax and 
stamp duties made a somewhat disappointing showing. Partly on account 
of the increase in the deficit, but much more as a result of the setback in 
savings, reliance on floating debt borrowing has been very much greater this 
year than last, as is shown by the next table. The change was most marked 
in the second quarter, when {£316 millions of 5 per cent. Conversion Loan 
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fell due for repayment and the proceeds did not to any extent find their way 
back into tap issues. 
NINE MONTHS’ DEFICIT FINANCE 
(£ millions) 





1942-43 1943-44 1944-45 
Savings .. ae or ne 1,583.0 1,539.1 1,152.8 
Floating Debt .. 54 Ae 716.5 841.2 1,314.7 
Total borrowed .. a a 2,299.5 2,380.3 2,468.5 
Deficit (actual) 2,288.9 2,388.8 2,456.8 


The 1944 Bank Accounts 


WELVE months ago, the bank chairmen gave particular prominence 

in their statements to the need for special lending policies to assist industry 

in the great change-over from war to peace production. Exactly a year 
later, while the 1944 statements were still in course of being issued, there came 
the first news of two proposed new financial institutions to facilitate this 
process of reconversion and re-equipment. By the time this appears the 
full details of the new concerns will undoubtedly have been announced, but as 
we go to press only their general nature and objects have been disclosed. 
Whatever their precise nature, it is clear that these two new institutions 
are not intended to supersede the need for more liberal direct lending policies 
on the part of the banks themselves, as foreshadowed in the 1943 statements 
and promised once again by many of the bank chairmen this year. Indeed, 
Mr. Christopherson of | the Midland was able to announce that his bank’s lending 
policy for smaller traders “ has been well received and widely acted upon, 
so that, even while war demands still have rightful precedence over all other 
requirements, we have already provided a considerable number and amount 
of ‘special’ small advances.’’ Similarly, Mr. Fisher of Barclays stresses 
that the need of the small undertaking for medium and long-term capital 
will be more widely felt with the return of peace, so that “‘ the national interest 
will call for a somewhat broader conception of the place of banking in relation 
to this need, as well as to the parallel needs of larger concerns.”’ 

In the discussion of the general problems of reconstruction, one finds 
some marked differences of emphasis. Mr. Christopherson, for example, 
strikes on the whole a hopeful note : “‘ No one by now minimizes the difficulty 
of the task of transition ; yet we ought not to allow ourselves to be overawed 
by what at first sight are alarming statements about the magnitude and 





consequences of the war eftort. "A gross figure of £24,000 millions i is merely 
‘a cumulative measure of the flow of money over a given point, the point 
at which it issues from th Exchequer.”” Much of this money automatically 


returns to the Treasury in taxes, while in real terms a large part of the 
cost of the war has its counterpart in current sacrifices, borne as we go along. 
Capital destruction has been heavy, but in Mr. Christopherson’s view, which 
nearly all economists would endorse without reservation, ‘‘ the restoration 
of our physical capital . . . if we tackle the job wholeheartedly, can be 
accomplished in a comparatively short time. 

Contrast with this the more sombre note of Mr. Rupert Beckett's 
observations: ‘‘ No nation can undergo the ordeal of war, and especially of 
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this war, without impoverishment and economic exhaustion, and those well- 
meaning people who imagine that we shall as a nation emerge better 
equipped and ready for a triumphal entry into a New World will, I fear, be 
sadly shocked by the realities of international devastation and dislocation.”’ 
The two views are not irreconcilable, since by “ tackling the job whole- 
heartedly ’’ Mr. Christopherson can only mean keeping on any controls 
needed to ensure that the resources are available for capital purposes, and 
within the field of investment that the more urgent tasks receive priority in 
the allocation of labour and materials. (Given this physical control of resources, 
control of access to the new issue market is secondary or even in principle 
superfluous). In other words, savings have not merely to be directed into 
reconstruction, as Mr. Beckett stresses, but also generated by restraints on 

spending. This obviously involves some measure of belt-tightening, but 
neverthele ss should not prevent the early restoration of our standard of 
living to something like the pre-war level, and after a ve ry few years a positive 
advance. 

Once the framework of control needed to produce the necessary volume 
of savings has been established, it is the; liquidity preference of the public 
which decides the volume of bank credit which determines, in other words, 
whether it will be possible to retire Treasury deposit receipts to make way 
for an expansion in advances or whether further credit expansion is required— 
a subject discussed from a somewhat different point of view both by Lord 
Wardington and Mr. Rupert Beckett. 

In their attitude towards the maintenance of controls during the transition 
period, the bankers, like the country at large, are far more enlightened than 
after the last war, as we pointed out a year ago. Mr. Colin Campbell, for 
example, states specifically that : ‘‘ With some of the proposals placed before 
the public, bankers would be in full agreement, such, for instance, as the 

control over foreign exchange, over the import of luxuries and the distribution 
a food.”’ At the same time he goes on, like many of the other chairmen, 
to stress the importance of the individual and private enterprise. To combine 
the requisite amount of control with the greatest possible encouragement 
of free enterprise will indeed be our most difficult task throughout the transition 
period. 

Various references are made to the recent discussions about the pro- 
ductivity of our basic industries. Thus, Sir R. Noton Barclay of the District 
Bank refers to the U.S. Mission report on the cotton trade ‘‘ which has recently 
thrown an intense spotlight on this industry. Not that there is much in 
that report which was not already common knowledge within the industry 
itself. Output per man-hour, important as this may be, is, however, only 
one of the factors calling for consideration, although indeed an essential 
factor for what is termed the bulk trade if this is to be conducted with success 
in the coming days.’ ’ With this may be compared Mr. Colin Campbell’s 
remark that: “ Both coal and cotton have been subjected to much criticism 
during the year, which, we hope, will lead to a still greater degree of efficiency 
in these all-important trades.’’ Stress is laid also on the vital role of exports 
and the intensified competition that we must expect to meet, as in the following 
passage from Mr. Fisher’s statement: “ It is especially important to develop 
our export trade along sound lines, and with speed, vigour and imagination. We 
may be sure that competition will develop strongly. The enormous industrial 
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resources and capacity of the United States, for instance, must find an outlet 
in markets abroad and, inasmuch as larger sales of American products bring 
in their train increased purchases, so will that country move towards fulfilling 
the obligations which rightly attach to a large creditor nation, with all the 
responsibilities which that position entails. But, in order that we, in this 
country, may participate to the fullest extent possible, the degree of efficiency 
and adaptability required in competition is such as will call for high endeavour 
from us all and the avoidance of any unnecessary restraint upon the production 
of goods and services. With this very much in mind, we must not forget 
the handicap imposed on industry by abnormally high taxation.”” As in 
1943, however, Sir Noton Barclay is the only chairman who specifically 
welcomes the Bretton Woods agreements as an aid towards our external 
recovery : ‘‘ So largely is our future bound up with foreign trade. that it is 
indeed reassuring to note the Bretton Woods monetary proposals indicate 
progress toward a new commercial era and to the fulfilment of hopes engendered 
by the Atlantic Charter.” 

Lord Wardington implies a more cautious approval in the following 
passage: ‘‘ The Government can do much to help, and a good deal of pre- 
paratory work has already been done. The re-organized Department of 
Overseas Trade, under the Foreign Office, should be able to tender useful 
advice, to give timely notice of impending contracts and of developments 
likely to provide openings for trade. The endeavours of our representatives 
at Bretton Woods to find a substitute for the inelastic gold standard is a case 
in point. So far there has been no agreed conclusion on this technical and 
complex subject, but some solution must be found to secure those engaged 
in international trade against undue fluctuations in monetary values.’’ One 
vitally important subject ignored in the remaining statements is touched upon 
when Lord Wardington goes on to point out that: ‘‘ Something, too, can be 
done by Government in protecting our valuable invisible exports in the shape 
of overseas investments. These are not merely the concern of the private 
investor—the income therefrom should assist materially in paying for essential 
imports—and too often such investments have not received fair treatment.”’ 

With the pattern of war finance so firmly established—not to say stereo- 
typed—it is hardly surprising that the statements have not a great deal to 
say on domestic banking topics. In demolishing once again the “ costless 
credit '’ idea, however, the Midland Bank statement mentions that the 
diminution in earnings on advances “ has been no more than offset by the 
additional income from enlarged holdings of investments.’’ Between 1939 
and 1944 the bank’s investments increased by {118.8 millions, while its 
advances declined by £52.2 millions. Assuming a return of 2} per cent. 
on investments, this would at first blush suggest an average rate of 5.7 per 
cent. on advances, but in addition to the decline in the volume of advances 
there has undoubtedly been also some decline in the average rate on the total 
outstanding. The statement would not, therefore, be inconsistent with the 
conventional assumption of an average return of 4 per cent. on this item. 

Both the National Provincial and the District refer especially to the work 
of the Trustee Department, the former bank announcing its intention to 
open Trustee Branches in several new centres when the war is over. A 
feature of all the statements is the very special tribute paid to the staffs, 


Th 


me 
thy 
an 
in 

the 











THE 1944 BANK ACCOUNTS 6 








both those in the 


behind to keep the banking machinery going. 








forces and national service and those who. have remained 
In several cases reference is 


THE EXPANSION IN DEPOSITS. 
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The chart shows the 


movements in the deposits of the ‘‘ Big Five’’ and ‘‘ Northern Three ” 


over the past decade 


made to a letter addressed to serving members, welcoming them back after 
the war, and to the intended provision of refresher courses, both practical 


and theoretical. 
in safe areas to e 


the flying bomb attacks. 


There is mention also of the offer willingly made by stafi 
xchange posts with colleagues in London branches during 
Particularly striking as an evidence of high morale 
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is Mr. Christopherson’s disclosure that “‘ the staffs of branches in ‘ shell-fire 
corner,’ men and women alike, refused with one voice an offer from colleagues 
in safer areas to exchange posts in order that the strain of living and working 
under fire might to some extent be shared.” 

Publication of the 1944 profit figures has shed little fresh light on the 
question whether the banks are now liable to E.P.T. The slowing down in 
the rate of expansion of published earnings (only 4 per cent., against 6 per 
cent. in each of the previous two years) has been hailed as suggesting that 
at any rate some of the banks may now be subject to this tax. If the rate 
of increase is to be the criterion, however, one would have to conclude that 
the Midland Bank has been paying E.P.T. for some years past, since the 
published profits of this bank rose rapidly in the early years of the war but 
flattened out noticeably after 1941, showing an actual slight decline in 1943 
and an improvement of little more than 1 per cent. last year. Yet in his 
statement to shareholders, Mr. Christopherson states explicitly: “In our 
own case we have not yet incurred any liability to E.P.T.” 

In the circumstances, it would clearly be inadvisable to read too much into 
the sharp check to the hitherto well-sustained rise in the case of the National 
Provincial and the Westminster. One can —_ record that the apparent 
earnings of the Big Five before income tax and N.D.C. amounted last year 
to about £16,840,000, compared with {13,500,000 in 1937. In 1939 and 
1940 there was a temporary dip below the 1937 level, but thereafter the 
cumulative increases appear to have exceeded {£8,000,000. This merely 
underlines the danger of jumping to conclusions, even about long-term trends, 
on the basis of the published figures. But it must be regretted that the 
remaining banks, in their own interest, have not thought fit to follow the example 
of the Midland in making a definite statement on the E.P.T. position. 

The table below shows the profits of the Big Five and the Northern Three 
with their allocation between dividend payments and reserves. It will be 
seen that for these eight banks the increase in net profits was £376,000, or 
4.2 per cent., against £483,000, or 5.7 per cent. in the previous year. 


PROFITS AND APPROPRIATIONS 
‘Bic Five" AND ‘‘ NORTHERN THREE 
(£’000s omitted) 

To 1942 1943 
Contingencies ee wr a 70o Soo 
War Contingencies... os aca 500 500 
Pensions, etc. .. dia ws ois JOO 600 
Premises, etc. .. es 52 ry 490 S20 
General Reserve na “cs - 600 600 
Carry forward i rie is 110 256 


Total to Reserves x? bis p 3,100 3,570 
Dividends es aia a aa : 1349 5,350 


Net Profits ee ia cs ea 8,449 8,932 


Provision for contingencies was reduced last year to £850,000, against 
{1,300,000 in 1943 and {1,200,000 in the previous year, suggesting that the 
banks now feel amply covered against possible losses arising out of the war. 
Of these, there is a hint in Mr. Christopherson’s observation that the first 








1944 BANK ACCOUNTS 








CLEARING BANK PROFITS AND APPROPRIATIONS 


(fo000’s omitted) 
Other 
Net Con- Appropria- 

Profits Dividends tingencies* tions 
1944 1943 1944 1943 1944 1943 1944 1943 
Barclays =“ ss es ,673 1,584 1,041 1,041 250 250 382 293 
Lloyds o% ae 7 5655 1,515 922 925 150 450 584§ 140 
Midland oe i a 2,035 ,084 1,213 1,213 100 250 726f 522 
National Provincia] es 27% ,256 711 711 250 250 310 29 
Westminster oF 4 367 345 777 777 -- —- 590 571 
Martins ae oa re 641 607 312 312 100 100 2287 195 
District ee es ; 449 434 260 260 — — 189 174 
William Deacons .. <a 212 202 117 117 -- = 05 35 
National ae i ae 194 192 150 150 - — 44 42 


* Including War Contingencies + Including £700,000 to general reserve. 
§ Including £500,000 to general reserve. t Including {200,000 to general reserve. 
CLEARING BANK LIABILITIES AND ITEMS IN COURSE 
(£ millions) 
Capital Cheques 
and and 
Reserves Deposits, etc. Acceptances, etc. Balances 
1944 1943 1944 1943 1944 1943 1944 
Barclays a ar 7 5 917.8 822.5 15.1 15.6 35.8 
Lloyds 7 ee 25.8 25.8 819.0 727.0 20.3 21.0 32.0 
Midland a e 26.3 26.9 ,004.1 861.0 14.¢ .! 35-3 
National Provincial . . 19. 19.0 589.9 521.1 10.8 . 2 
Westminster .. ie 8. 18.6 598.9 541.38 
Coutts... = bes 2.0 39.0 37. 
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5 
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Martins aie , , .O 204.8 180. 
District e. ed : 6.0 169.7 158. 
National asa ‘ a; e-9 55.0 49. 
Wm. Deacons a 5 2.9 s0.5 74 


+ Not shown separatel 
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‘LEARING BANK LIQUID ASSETS 


(£ millions) 
in Hand Money at Call Discounts TDR, 

1943 194 1943 1944 1943 1944 1943 

Barclays a + 5.5 84.9 24.3 21.9 30.7 24.4 368.0 291.0 

Lloyds id wee ; 76.% $6.4 24. 26.! 29.9 315.0 225.0 

Midlands “is = ; Ol .é 44.! 33. 30. 33. 

National Provincial . . 73.1 57 - 23.2 19. 20.7 17. 

Westminster as ; 5 x Oe 14.8 15.2 6 

Coutts. . ia < , 8 5. 4.8 1! 
Glyn Mills... , oe: 5-5 10.5 38.: 
Martins aa ie ? 19.: 10. 5. 
District a or 3 yg 6. 6. 
National aa wv ‘ 6. 10. 8. 


Wm. Deacons re a as 4- 4. 
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CLEARING BANK MAIN EARNINGS 


(£ millions) 
Investments Advances 
1943 Change 1943 Change 
Barclays — rae — : 216.4 + .9 161.0 — 2. 
Lloyds 6% ‘a we ; 215.8 - m 112.8 - 8. 
Midland ne aa a a 228. +t 4.6 158. 
National Provincial .. e a. 132. 108. 
Westminster .. — as 8 163. 93.8 
Coutts.. _ a — 5.: 14. 8.: 
Glyn Mills 10.4 
Martins 29. 
District 22. 
National 14. 
Wm. Deacons 7 
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duty of the banks is to keep themselves “ fully fortified against risks of capital 
'osses, whether by bad debts or depreciation of investments,” and “ the post-war 
pe riod of adjustment to a peace economy may well bring with it some business 
casualties, and a bank can hardly be said to be performing full banking 
functions if it fails to accept reasonable commercial risks.”” Pensions take 
£165,000 more and there was a slight increase in appropriations to premises 
reserves, but free reserves receive as much as {1,500,000, against £856,000 
last year (when, however, the National Provincial transfe rred £979,416 from 
inner reserves to the published reserve). 

Once again, the accounts of the three large discount houses publishing 
their figures as at December 31 show a substantial expansion in turnover. 
The National has now followed the example of the Union in excluding re- 
discounts from the balance sheet total and showing them as a contingent 
liability. Even so, the combined balance sheet total for the three institutions 
has risen over the twelve months from £257 millions to less than a million 
short of the £300 millions mark, as compared with published capital and 
reserves of {10,383,000. Money market conditions, as the chairmen point 


DISCOUNT MARKET ACCOUNTS 


Profits, et: Deposits, etc Investments, etc. Bills, etc. Rediscounts 
1944 1943 1944 1945 1944 1943 1944 1943 1944 1944 
£000 ~=—s £000 £m. £m. £m. £m. £m. £m. fm. fm. 
Alexanders 95-5 94.2 67.0 53-3 23-5 20.7 44-4 34.8* 1.0 1.6 
National 196.4 196.6 81.8 72.6 21.2 18.9 61.4 54.1 2.9 4-1 
Union... 235.0 228.1 138.5 114.6 25-4 23.8 115.2 93.0 3-5 3-9 


* Excluding rediscounts 


out in their statements, have been virtually featureless and profits show 
little change, only {6.7 millions of the additional assets having gone into 
investments. The Union Disount announces its intention to pay the dividend 
in two equal parts in future. 


Britain’s Policy in World Trade | 
By E. Victor Morgan 


S the end of the war in Europe draws nearer, there is a growing aware- 
Aires of the problems which will confront this country in its overseas 

trade. But so far the chief signs of this have been the repetition of 
many platitudes about the importance of exports, and not a few red herrings 
concerning the relation between foreign trade and public expenditure at home. 
Meanwhile, there is disturbing ev idence that neither the public nor its leaders 
have yet made up their minds about the real issues involved. In the Mutual 
Aid Agreements, we and our allies have pledged ourselves to work for “ the 
elimination of all forms of discriminatory treatment in international com- 
merce,” and “the reduction of tariffs and other trade barriers.”’ Our 
monetary experts have drawn up admirable plans for an international clearing 
system, plans which require for their fulfilment the free working of multi- 
lateral trade. On the other hand, we are already committed to certain 
arrangements of a bilateral nature, and many economists and politicians wish 
to see such arrangements developed and extended. The ideal of those who 
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talk in this manner would seem to be a world in which foreign trade was 
controlled by a series of bilateral treaties, involving bulk purchases, guaranteed 
prices, and the quantitative limitation of imports. Between these two 
conflicting ideals there is little room for compromise, so it is time we all made 
up our minds which is the more suited to our needs. 

The nature of our problems will be fundamentally the same as after the 
last war. Then, as now, the delicate network of international trade was rent 
asunder ; we were cut off from markets over a large part of Europe; our 
own and other governments assumed a rigid control over trade; shortages 
of labour and materials made it difficult to supply neutral markets and our 
customers turned to other countries, or built up their own industries to supply 
their needs ; then, as now, shortages of shipping and foreign exchange caused 
violent changes in the direction of trade ; then, as now, we incurred debts in 
foreign countries, and sold or mortgaged much of our gold and foreign assets. 

Yet, when trade eventually returned to something like normal, it was 
found that the new channels in which it flowed followed a course strikingly 
similar to the old. The first two columns in each section of Table I show the 
regional distribution of British trade in 1913 and for the average of 1924-6. 
The largest single change was in the relative importance of Western Europe, 
where both imports and exports fell considerably. The rest of Europe, 
India and the Far East showed a lesser decline, while Africa, Australasia 
and North America increased somewhat in importance. But the changes 
were all very moderate in view of all the shocks to which trade had been 
subjected during the twelve years between the two periods. 

Not only had the direction of British trade returned very much to that 
of pre-war days, but the multilateral character of world trade as a whole had 
been restored. Tariffs, of course, remained over most of the world, but their 
effect was mitigated by the common use of the most-favoured-nation clause, 
while quantitative restrictions and prohibitions had been almost entirely 
abolished. Moreover, the volume of trade showed a good recovery, and up 
to 1929 kept closely in step with the growth of world production. 

A sad transformation overtook this promising scene in the decade before 
the outbreak of war. It began with the cessation of American capital exports 
and the repatriation of French funds in 1928-9. The effects of this were a 
reduction of purchasing power, which aggravated the fall in prices of agri- 
cultural products, and a pressure on the currencies of a number of countries, 
which were forced to adopt deflationary measures. This, in turn, con- 
centrated a great volume of selling on Britain, the only free market both for 
foodstuffs and manufactures. The volume of our imports was practically 
the same in 193I as in 1929, although activity in industry had declined by 
some 16 per cent., and the volume of exports had fallen by over 30 per cent. 
In value, imports had fallen by 30 per cent., but exports by no less than 46 per 
cent. Countries which had previously made payments through dollar credits 
were now trying to do so out of the proceeds of sales to Britain. 

This stage came to an end with the devaluation of sterling, and the im- 
position of a tariff in Britain. Countries which had relied on paying their 
debts to others by means of a favourable balance in sterling now found them- 





** Accounts Relating to the Export Trade of the United Kingdom for the years 1938, 
1942 and 1943.” 
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selves unable to accumulate such a balance. They therefore fell back on the 
expedient of balancing their accounts with each of their creditors separately. 
We thus have the beginning of quantitative control, exchange restrictions 
and bilateral agreements, and these things, when once they start, are bound 
to spread. Country A, which has a debit balance with country B, insists 
on reducing its imports so as to balance the account. Country B is thus 
deprived of a means of payment which it had been using to meet its own 
debit balance with country C, and is forced into the same measures, and so on. 

The third stage in the breakdown of the multilateral system is largely 
the responsibility of Germany. In 1934, that country imposed a transfer 
moratorium on payments for the service of its debts, and creditor countries, 
in the hope of obtaining payment, were driven into bilateral clearing arrange- 
ments. But then Germany switched her trade as far as possible away from 
creditor countries, and towards those which relied on her as a market for their 
primary products, and on these she was able to impose a rigid bilateralism, 
which converted some of them into mere economic satellites. 

The old multilateral system was thus greatly mutilated, though it was 
never quite destroyed. The position of Great Britain in regard to it is specially 
interesting. We departed from our free trade policy, and imposed tariffs 
on most articles and quotas on some ; we introduced a measure of Imperial 
preference, and in our commercial treaties we were less wedded than before 
to the most-favoured-nation principle. But this was the limit of our retro- 
gression. The two chief instruments of bilateralism are quotas and exchange 
control ; the latter was not introduced until after the outbreak of war, while 
the former applied to only 8 per cent. of our imports. Moreover, bilateralism 
usually implies the canalization of trade in a few major channels, and, apart 
from the measure of Imperial preference already mentioned, Great Britain 
made no attempt to do this. Columns two and three in each section of Table I 
show how moderate were the general changes in direction which took place 
between 1924-6 and 1936-8, while Table Il opposite, in rather greater 
detail, how numerous and complex our commercial relations remained right 
down to the outbreak of war. 


TABLE I 
REGIONAL DISTRIBUTION OF BRITISH OVERSEAS TRADE. 1913 AND AVERAGES of 1924-6 AND 


1936-8 
Area Imports Exports Re-exports 
1913 1924-6 1936-8 1913 1924-6 1936-5 I913 1924- -—6 1930-5 
rs ° ra 


0 o re) ° 


Eire a ‘6 os - 3-5 2.3 8.3 
N. Europe ‘ ; ay 5 

W. Europe ° . Ea 15.7 
Central and S. Europe 2 

Africa ‘a ; 5-7 ‘ >. 

India and Far E ast . $2.6 ; Rt. 

Australasia os ‘ 7.0 ~ 12. : 

N. America ‘ 22.8 24. at. ’ 2 
Central and S Americ a 10.0 : 11.8 . + 
Other areas a v 1.3 i2 3-6 3.! 2.6 
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The war has, of course, dealt a further blow to the old system, and for 
Britain it has raised again, in a more acute form, all the proble ms which con- 
fronted us in 1918. The recently published export figures (discussed in the 
December issue) show how seriously our trade has sufie ‘red. Total exports 
have fallen in volume to only 27 per cent. of the average of 1937-8. Besides 
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the total loss of markets in enemy controlled regions, trade with the European 
neutrals, the Far East, Australia and South America has suffered very heavily. 
We have made great inroads into our already depleted foreign investments, 
and incurred huge debts abroad, while the prospects for our shipping and 
other “ invisible exports’ are very uncertain. It may well be that interest 
and amortization on our debts will swallow up most of what remains of these 
“invisible exports,’’ and that, for the first time within living memory our 
merchandise imports will have to be approximately balanced by our exports. 
The Dominions, India and some South American States have developed their 
industries during the war, and will be producing for themselves some of the 
things they used to buy here. In 1936-8 exports were less than 60 per cent. 
of exports, and we had an import surplus of nearly £390 millions a year. 
How, in face of the difficulties mentioned, can this great gap be closed ? 

There are three possible policies open to us. The first, Gladstonian free 
trade, whatever its attractions for the economist, may be dismissed as not 
being practical politics. The other two provide the antithesis mentioned in 
our opening paragraph. We might strive after the greatest possible self- 
sufficiency, restrict imports by quota and licence, concentrate our trade on 


TABLE II 
DISTRIBUTION OF BririsH OveRSEAS TRADE. BY COUNTRIES. AVERAGE OF 1936-8 
Country Imports Exports Re-exports 
% % 9 
British Countries : 
Eire 
Union of South Africa 
India, Burma and Ceylon 
Malaya, N. Borneo and Hong Ko: ong 
Australia , ie = 
New Zealand 
Canada and Ne wfoundland 
Other British Countries 
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Foreign Countries : 
U.S.S.R. . 
Baltic States a 
Scandinavian States 
Germany i 
Holland, Be Igium 
France ee 
Spain and Portugal 
Italy 
Poland 
( * European St: ates 

Europe and Balkan: 

ssa and Soudan 
Japan 
China 
U.S.A 0 
South America 
Other foreign countries 
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our most important suppliers, and use our strong bargaining position to exact 
agreements whereby they should take our exports to approximately the same 
value as we take theirs. The alternative is to direct national policy not 
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to the formation of these restrictive agreements, but to the creation of con- 
ditions in which an orderly expansion of trade and industry can take place 
in all countries for the improvement of the standard of life the world over. 
We might still regulate the general course of trade by means of tariffs, but 
our importers would be free to buy from the cheapest source, and our ex- 
porters to sell wherever they could find a market. For the necessary balance 
between imports and exports as a whole, we should rely on the enterprise 
of our manufacturers and merchants, backed by a wise monetary policy, 
and greatly assisted by the increased demand for manufactured goods which 
would come, with a rising standard of living, from the hitherto backward 
countries of the world. 

In favour of the bilateral policy it may be urged that it is the safer of the 
two methods. By it we could be sure of the means of payment for at least 
a bare minimum of imports, we could “ cut out coat according to our cloth,” 
making sure that the most essential goods had first priority ; we could insulate 
the domestic economy from shocks arising from maladjustments in the balance 
of payments. Purely for defence, bilateralism has much to commend it. 


TABLE III 
BALANCE OF PAYMENTS WITH CERTAIN COUNTRIES. AVERAGE OF 1936-8. {'000 
£'000 £'000 
Export Surplus to : Import Surplus from : 

Union of South Africa .* os 24,282 U.S.A. a. ‘FQeey 
i ea cn 8 “ 6,507 Canada and Newfoundland .. 56,880 
France ; aha as 1,435 South America ve ve + 63,2967 
British W est Africa ini rr 953 Scandinavian States aa -« gag 
Australia... i .s 31,604 

India, Burma and Ceylon _« @a,ae8 

New Zealand kc és -- mee 

Baltic States os 4 .. 17,628 

if to ie — oe aa 6,511 

Germany .. <* si - 5,058 


Then it has been argued that our position as the world’s greatest importer 
gives us a bargaining power which it would be foolish to waste. The recent 
League of Nations studies in international trade* emphasize that the strength 
of a country’s bargaining position depends largely on its having a passive 
balance with the other party to the negotiations. To help consideration 
of this point, we show, in Table III, our balance on merchandize account 
with the countries with which we had the greatest trade. The Table shows, 
as we should expect, that there are a number of areas with which we have a 
very large debit balance. It also shows that there are several with which 
we have a credit balance, and where our position would be correspondingly 
weak. But, more important than this, the countries with whom our debit 
balance is greatest—the United States and the Dominions—have their own 
industries, which they are determined to protect. The arrangements existing 
before the war represented the maximum concessions which these countries 
would willingly make, and the attempt to drive a harder bargain might 
succeed, if at all, only at the cost of acute political friction. 

Another aspect of bargaining is the advantage supposed to be derived 
from a “‘ monopsonist ’’ position in the market for a commodity. In 1938, 





* The series includes, “ E urope’ Ss Trade ’ (1941), ‘‘ The Network of World Trade "’ (1942), 
‘‘ Quantitative Trade Controls’ and ‘‘ Trade Relations Between Free Market and Controlled 
Kconomies "’ (1943). 
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Great Britain bought 81 per cent. of the pork, 80 per cent. of the beef and 
mutton and 74 per cent. of the butter entering into international trade. In 
such commodities as these, there are obvious possibilities of exploiting our 
suppliers, but monopoly exploitation is an affair of very doubtful morality 
and, when applied to people who are customers, friends and allies, of very 
doubtful wisdom. Against any advantage thus gained we have to set the 
fact that we should obviously be able to conclude more favourable agreements 
with some suppliers than with others, that trade would tend to be concentrated 
on those countries which were willing to take the most of our imports, and 
that in thus concentrating on one source of supply, we might very well put 
up the price against ourselves. Moreover, there are very many essential 
commodities, of which we buy only a comparatively small proportion of the 
total supply, and where, therefore, this question does not arise. 

Then it has been argued that bilateral arrangements and quantitative 
control are necessary to fit in with domestic planning, and ensure stability 
of prices. This raises the whole question of what sort of planning we envisage 
for the post-war world, and we submit that there is another and better type 
of planning in which such controls have no place. We turn, therefore, to 
the arguments that tell against bilateralism and so in favour of its alternative. 

First, it should be said that the adoption of a bilateral system would be a 
flagrant violation of our pledges under the Mutual Aid Agreements, and the 
worst possible start for an era of international law and order. Secondly, 
the multilateral system of the past has grown up, as the League of Nations 
studies clearly show, on the basis of fundamental economic conditions, climate, 
natural resources, population and capital. These things determine real costs 
in different areas, and from differences in real costs spring the real advantages 
of trade. Any system which restrains trade from following the paths deter- 
mined by these differences of cost can only impoverish the world as a whole. 

The defection of one country from the multilateral system is likely to start 
a cumulative process, as explained by the authors of The Network of World 
Trade: ‘‘ Any pressure imposed by an important market on the system of 
multilateral trade is likely to be cumulative in effect and force other countries 
subjected to the squeeze and driven out of the multilateral channels to seek 
outlets for their wares by means of such bilateral trade as the limits set by 
economic structure, climate, etc., permit. The consequential pressure on 
prices will in its turn cause lower profits and dividends, weaken the capacity 
of debtor countries to meet their obligations, and still further curtail the 
volume of merchandize transactions. With every weakening of the capacity 
of the debtor or the profitability of investments, the will to invest abroad 
will be weakened also, and the chances of economic advancement of the poorer 
countries in the world will be reduced.” 

This country has a special responsibility here. In 1938, Britain alone took 
15 per cent. of the world’s imports, and provided 12 per cent. of world exports ; 
the British Empire, with 33 per cent. and 27 per cent. respectively is by far 
the greatest trading group in the world. If the Empire seceded from the 
multilateral system, it would mean the breakdown of that system for the whole 
world. This breakdown, among its other evils, would hinder the export of 
capital, and the development of the backward countries. Here, again, is 
one of our special interests. We have a moral responsibility for the develop- 
ment of many backward peoples, and we can look to the demand for manu- 
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factures, which a higher standard of living among them would bring, as one 
of the most promising outlets for our exports. 

Furthermore, Britain is peculiarly bound by history to the multilateral 
system ; it was largely British influence that made it, and Britain has always 
maintained a greater variety and complexity of commercial contacts than 
any other country. This is illustrated in Table II. Although several countries 
have been lumped one with another in that Table, only one area, the United 
States, supplies 10 per cent. of our imports, and no one area takes anything 
like 10 per cent. of our exports. This diversity would be even more emphasized 
if space permitted a detailed analysis of trade by commodities. No system 
of bilateral agreements could cover all our multifarious trade relations ; 
attention would inevitably be concentrated on certain countries and com- 
modities, and in the process valuable trade would be lost in other directions. 

A bilateral system would involve not only the loss of trade in certain 
directions, but a contraction of world trade as a whole. We may still hope 
to carry, finance, and insure a considerable part of the trade of the world, 
as well as our own, so any system which reduced the volume of trade as a 
whole will be of special disadvantage to this country. The multilateral 
system was of special importance in making transfers for loans and the repay- 
ment of loans, interest payments and payments for services. After the war 
we shall have to settle our foreign debts, collect debts due to us, and receive 
interest on such of our foreign investments as remain and payment for services 
we still perform. Now, the countries which will make payments to us are 
not always those with whom we have a large debit balance, neither are those 
to whom we owe countries with which our account is normally in credit. 

Finally, we may mention that bilateral agreements inevitably involve 
the quantitative regulation of trade by quota and licence. This is a peculiarly 
evil form of regulation ; it is an insidious method of raising prices without 
the public realizing what is being done ; it gives a rigid protection specially 
favourable to the growth of monopoly ; it creates artificial gaps between prices 
in different parts of the world, and so undermines the working of the whole 
price system; it gives abnormal profits to importers; it affords peculiar 
temptations to graft in the allocation of permits. Prof. Haberler, who 
discusses these and other matters, is of the opinion that the widespread use 
of quotas is incompatible, in the long run, with the survival of free enterprise. 

The present writer has no doubt which way the balance of these arguments 
inclines. In his opinion, bilateralism is a product chiefly of economic fear, 
a defence mechanism appropriate enough in the ‘thirties, when the dominant 
aim was not the production of wealth, but the avoidance of idleness, but quite 
out of place in a rational economic system. If Britain, in spite of her pledged 
word, adopts bilateralism, the rest of the world will have little choice but to 
follow, and both we and they will be the losers. Let us have sufficient con- 
fidence in ourselves to shun this negative safety-first policy, and devote all 
our energies to fostering international collaboration, the reduction of trade 
barriers, and the raising of the standard of living throughout the world. If 
this country were to give a courageous lead in a policy of general economic 
expansion, we should probably find that the balance of trade, ‘‘ that most 
insignificant object of modern policy,” as Adam Smith called it, showed a 
surprising capacity for looking after itself. 








t ‘‘ Quantitative Trade Controls,’’ League of Nations, 1943. 
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The Finance of Agriculture 


By Professor Hermann Levy 


HERE has been much discussion recently of the need for a drastic increase 
Tin agricultural efficiency after the war, or at the least for measures designed 

to conserve the technical progress already made since the war began. 
The various publications, some private and some of a semi-official nature, 
deal mainly with the technical aspect of the matter. Their general object 
is to show that, given the necessary help and stimulus, British agriculture 
should be able to achieve a far higher level of productivity in the future. 
This war, like the last world war or the Continental blockade period of 1806- 
1813, has shown that at times physical supply may be all-important and 
price a secondary consideration. Now, as then, technical progress in agri- 
culture has enabled farmers to plough and render fertile land formerly regarded 
as useless or a mere “ wilderness of bushes and reeds.’”’* When the war is 
over, the claim that such “ progress ’’ should not be sacrificed on account 
of the change in economic conditions will no doubt sound just as reasonable 
as after previous wars. 

Hence it is only natural that exhaustive plans should have been made, 
setting out the scientific principles on which such a policy should be based. 
Such plans do not limit themselves merely to agricultural technology. In 
the first instance, they are, of course, concerned with such things as the 
“making of the soil’ through reconditioning of land, grassland regeneration, 
draining and reclamation or with the future development of ley farming, 
which many people expect profoundly to affect the methods of agriculture 
in Britain. But the scope of such plans is far wider and might almost be said 
to embrace the entire picture of our present rural life and labour. They 
cover such things as improvements in farm buildings. Drastic improvements 
in power supplies and in farm roads are represented as an urgent necessity 
(see, for example, the report of the Parliamentary and Scientific Committee 
on “‘ A Scientific Policy for British Agriculture ”’). It is urged that a courageous 
attempt should be made to improve the conditions of the agricultural labourer 
by the provision of public utility services and main drainage, and so on. 

Unfortunately, as with so many other plans these days, if it were sought 
to combine all these various demands into one comprehensive programme, 
doubts would necessarily arise as to the possibility of this being fulfilled in 
the near future. To use a phrase which has become familiar in other contexts, 
the question must be asked: ‘‘ Where is the money to come from?” On 
this point all the agricultural planners maintain a profound silence. It 
almost appears as though the existence of unlimited national resources were 
taken for granted as some sort of “‘ Assumption A”’ of the whole technical 
and social programme. Nobody seems yet to have approached the subject 
on the basis of any practical estimate of the financial and economic position 
of the country as a whole during the next few years. 

Leaving aside the over-riding question of the severe demands on our national 
resources during the transition period, it should be quite clear that if the 








* c.f. Alan Bloom, ‘“‘ The Farm in the Fen,” 1944, as a typical example of such an extension 
of the margin of cultivation. 
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proposals for a regeneration of British agriculture are to be realized, new 
methods of finance “for agriculture are also necessary. It has to be considered 
how far the existing machinery of agricultural credit has proved satisfactory, 
sand how far it would be able to meet the demands of an expanded agricultural 
industry. Secondly, and not less important, it has to be considered what the 
policy of the State and of private lenders should be as to the amount of capital 
to be provided for the reconditioning and reorganizing of British agriculture. 
On this question, one thing seems obvious and is not denied by those planning 
for the technical rehabilitation of farming : namely, that the amount of capital 
required will be very great. For example, the report of the Scientific Com- 
mittee observes that “‘ vast capital developments are needed,” though another 
publication adds the reassurance that ‘‘ the Government looks upon this new 
programme as a good national investment ’’ (C. W. Whatley, ‘ Whither 
British Farming ? ’’,1944). 

In contrast with the position in many Continental countries, specific 
machinery for the provision of agricultural credit is in Britain of recent date. 
In Germany, for example, it dates back to the Landschaften created in the 
18th century to enable large landowners to pool their interests by assuming 
a common responsibility in the provision of capital. These were followed 
by the development of powerful mortgage banks and co-operative credit 
associations, though they found a contemptible counterpart after the last 
war in the unsound and unscrupulous State credit funds designed to save 
the large Junker estates from ruin. In Britain, it was until recently exclusively 
the landlord, usually of substantial means, who provided not only the land 
but also the fixed capital of agriculture, including buildings, drainage and 
long-term improvements. This enabled the farmers to use their own resources 
to finance working expenses only. After the ‘eighties, with the increased 
imports of grain and meat and the resulting frequent depression in home 
agriculture, the position of the landlords deteriorated, while increased taxation 
and death duties added to their burdens. Even so, it should not be’overlooked 
that agricultural land still commanded a higher price than it would have 
done on a purely economic basis, since there has always been a class of wealthy 
persons wishing to live on the land and willing to invest capital in their estates 
regardless of the actual monetary return. On the other hand, with the breaking 
up of the large estates a new class of occupying owners came into existence, 
who had to find through other channels the agricultural credit which the rich 
landowners formerly provided. Such owner-farmers are now said to farm 
one-third of all agricultural land, as against only 10 per cent. some thirty 
years ago. 

These changes in ownership did not immediately lead to the development 
of new channels of agricultural credit, with the new types of credit organization 
that were required. In Britain, the movement towards better credit facilities 
for agriculture really began with the Agricultural Credits Act of 1928 and 
the formation of the Agricultural Mortgage Corporation, to lend money on 
mortgage either for the purchase of agricultural land or for major cen agp 
ments to it. In addition, Part II of that Act enables a farmer to create “ 
favour of a bank, a charge on his farming stock or other agricultural asse ts 
as security for an overdraft or for any sum paid to him under a guarantee 
by the bank.’’ Before 1928, a tenant farmer when borrowing from a bank 
had to deposit other security as collateral, but the 1928 Act gave a bank a 
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prior claim upon a farmer's assets (ranking after rent, rates and taxes) and 
certain rights in respect of seizure and disposal of any property which was 
the subject of a charge. 

The formation of the Agricultural Mortgage Corporation, however, did 
not solve the general problem of finance for agriculture, and in particular 
the problem of short-term credit. Agricultural charges under the 1928 Act 
were of much the same nature as the Bills of Sale to which farmers have fre- 
quently resorted as a means of raising money. In each case public registration 
was required and for this reason farmers had a profound mistrust of both 
types of charge, since publication frequently led to demands from all the 
other creditors of the farmer (as Astor and Rowntree mention in their Penguin 
on British Agriculture). One reason for the prevailing demand for fixed 
prices to the grower is that ‘‘ this would contribute towards collateral for 
short-term banking loans.” 

The main problem still remains that of long-term investment, and this is 
likely to increase still further in importance. It is precisely this type of 
investment which landlords before the war found it increasingly difficult to 
undertake, and it is to fill this gap that quite novel forms of financial organiza- 
tion are recommended in many quarters. In some instances nothing less is 
proposed than the acquisition of the land, or a large part of it, by the State or 
other public authorities. In this article, we are, of course, concerned with 
such proposals only in so far as some sort of “ nationalization” of the land 
is linked with the problem of agricultural credit. Thus, the late Sir Daniel 
Hall, as is well known, argued that State ownership of the land was a necessary 
condition for an efficient agriculture. In particular, he devoted a long para- 
graph to the argument that private ownership is an obstacle to reclamation, 
suggesting the formation of an Agricultural Development Corporation that 
would take over the organization of all current improvements. Lord Astor 
and Mr. Rowntree similarly propose the formation of a Land Improvement 
Commission for the same general purpose. They do not desire “‘ indiscriminate 
acquisition by the State but acquisition for the particular purpose of dis- 
charging certain necessary functions which are no longer discharged.”” The 
Liberal Party recently endorsed this line of thought in the form of a proposal 
for a Land Commission “ with the power to purchase land at a fair price, 
especially from owners who are unwilling or unable to make desirable improve- 
ments.’’ In the same way, Conservatives like Harold Macmillan, starting 
from the same criticism of the existing credit organization, contend that 
‘if the average efficiency of cultivation is to increase, the extension of various 
forms of public ownership of land is urgently necessary.’’+ 

Under all such schemes, however, the State or other public authorities are 
expected to act on some commercial principle in spending money on re- 
conditioning and extensions. This involves forming an opinion as to the 
future earning power of British agriculture. Unfortunately, the answer to 
this question has frequently been ignored in the past. Thus, in discussing 
the reconditioning of land, the late Sir Daniel Hall cautiously observed “ the 
real question is whether such work will pay, and it may be agreed at once 





+ For the opposite point of view, however, see Viscount Lymington, who suggests in his 
valuable book, ‘* Famine in England,’’ that the landlord system in some form should continue, 
though this is based on the contention that ‘‘ the land has a right of special pleading that national 
money be spent on its regeneration.” 
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that when such projects were under consideration twenty years or so ago, 
it was difficult to draw up estimates that were either accurate or convincing.” 
Most agricultural writers of the present time seem to ignore the question 
entirely. The ir enthusiasm for “‘ more efficiency ”’ or “ increased productiv ity 
of the land ”’ leaves the economic and financial criterion almost entire ly in the 
background. One writer goes so far as to ridicule the notion that “ cultivated 
land produces more food than the uncultivated,” and suggests that the present 
“loss of fertility ’’ could be avoided by ploughing up “ weeds, rubbish and 
much of nature’s wild growth.’’ Such arguments are derived merely from 
technical considerations. They entirely overlook the fact that agriculture 
must show not only some physical product, but also some return on the cost 
involved in securing that product. The ploughing up of grassland during 
the war is regarded with the greatest satisfaction by such enthusiasts, because 
this is re garde d as evidence of greater technical efficiency, though on the other 
hand some “‘experienced farmers are horrified at this destructive policy of 
ploughing up the fine permanent pastures, which take 40 to 50 years to 
establish.’’ Either view ignores the fact that the extension of the area of 
cultivation is merely the correct economic response to the severance of com- 
munications during the war and the consequent increase in the real cost of 
imported supplies. 

Most of the plans laid down for the re-organization of British agriculture 
involve a revival of large arable farms. Thus, the Land Improvement Com- 
mission of Lord Astor and Mr. Rowntree would consider the re-organization 
of farms “ into units of more economic size,”’ while Sir Daniel Hall also speaks 
of “‘ those larger farming units which modern economic conditions require.” 
Such a trend towards larger units would facilitate the granting of agricultural 
credit, as the financing of farms operating on a large scale and under similar 
regional conditions of soils is certainly most convenient. At the same time, 
it is well recognized that in England there are very few large areas where the 
soil of any one farm resembles that of its neighbours. In practice, it is doubtful 
whether small farms could successfully combine to secure the advantages 
(such as labour saving machinery) available to their large competitors. All 
this should be carefully considered before credit plans for an extension of 
arable farming are laid down. 

Another difficulty is that the granting of credit pre-supposes calculations 
based on costs and prices. What the agricultural writers have to say about 
future prices is indefinite and vague. For example, the Nuffield College 
statement on employment policy holds that there is a strong case “ for the 
adoption of special measures to ensure agricultural producers a reasonable 
and reasonably stable level of farm prices.” But it has yet to be shown what 
constitutes a reasonable or fair price, and how its stability could be guaranteed. 
General experience in the past has been that, notwithstanding all the technical 
progress stimulated by higher prices, farmers continue to demand still higher 
ones. Farmers in general are inclined to take the highest price over a period 
of years as that which will be regarded as “ fair,’’ and look for stability at 
that level. During the ‘thirties, the average price of wheat at British ports 
(c.i.f.) varied from 5.77s. per cwt. in 1932/3 to 9.53s. in 1936/7 and back to 
5.548. in 1938/9. It is difficult to see how internal prices can be stabilized 
except by the imposition of very high duties or by very burdensome subsidies, 
if domestic production is to contribute more than a small proportion of total 
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supplies. Sometimes the experience of Germany is quoted (for instance, by 
Sir Daniel Hall) as an example of what a “ progressive’”’ agriculture can 
achieve. It is frequently forgotten that such purely technical progress had 
its basis in very high protection. From 1930 onwards, Germany’s import 
duty on wheat was Rm. 25 per 100 kilos, whereas the average price of English 
wheat was no more than about 15s. for that quantity. Even the Scandinavian 
countries, which have equipped themselves so marvellously for certain types 
of agricultural production, have not been able to avoid heavy subsidies in 
the attempt to keep prices “ stable’ for the farmer. Thus, two-thirds of all 
the farmers in Denmark claimed a subsidy under the law of 1931, while in 
Sweden the home price of butter was kept considerably above the export price. 

The various schemes for a large-scale investment of capital in agriculture 
have paid little attention to the risks arising out of price fluctuations; yet such 
risks are the more formidable as the suggested improvements would take a 
considerable time to reflect themselves in increased productivity, whereas 
price calculations may be invalidated at any time by world market develop- 
ments. Theoretical figures are sometimes put forward in a most casual way. 
In his ‘‘ Proposals for Arable Farming,” Sir Murdoch Macdonald recently 
suggested that the farmer should receive a guaranteed profit of £3 for every 
acre he cultivates. With this Utopian prospect one might contrast Sir Daniel 
Hall’s statement that it is a “‘ hard fact that we have much land which, if it 
is kept in production, i.e. largely in arable cultivation, cannot be expected to 
make a return of 20s. per acre, out of which management and interest on 
capital have to be found.”’ 

These, then, are some of the poss.ble risks and pitfalls of schemes for 
the financial re-organization of British agriculture based on assumptions 
which show little regard to economic considerations. It is generally agreed 
that the present system of agricultural credit in Britain is inadequate. But 
there is a real danger of the State and other public authorities becoming 
involved in ventures which may or may not prove profitable and, being once 
pledged to an agricultural programme, of having to stick to it. It is obviously 
preferable that capital should be made available mainly for the production 
of perishable commodities which can most advantageously be produced near 
to their market, such as fruit, vegetables, milk and eggs. Land settlement— 
on the lines of the Land Settlement Association—might well be encouraged 
by cheap credit. There is also scope for the extension of so-called “‘ factory 
farms,” or for assistance to small-holders desiring to establish their own retail 
business or to enter into long-term contracts with municipal markets. All 
this requires a decentralization of credit schemes rather than the centralized 
machinery envisaged by those who look almost exclusively to the revival of 
British arable farming on the grand scale. Such a credit policy takes it for 
granted that nothing should be done to restrict the consumption of those 
higher types of food produced by small farmers and market gardeners. The 
demand for such products should, in fact, be considerably stimulated by 
family allowances. It may be doubted whether such a policy is compatible 
with a price of 50s. a quarter for wheat and similar prices for other cereals. 
Yet if the State were to grant extensive credits to increase the physical output 
of large-scale arable and mixed farming, it might find it difficult—if only to 
protect its own investment—to resist demands for measures to keep the price 
of wheat at such exorbitant levels. 
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Correspondence 


Egypt’s Sterling Balances 


[From S. Lackany Bey, Head of the Egyptian Delegation to the Bretton Woods 
Conference} 
To THE EDITOR OF “ THE BANKER” 

S1r,—I have read a Reuter’s account of an article in your magazine by 
Dr. Paul Einzig, presumably in the December issue, in which Dr. Einzig is 
reported to have intensified his criticism of the Middle East huge sterling 
balances, partly on the grounds that those balances have been inflated by 
excessive prices which had not been allowed to find reflection in the artificially 
stabilized exchange rates at which the debt had been converted into sterling. 

Arguments along these lines, though in my opinion fundamentally wrong, 
have, unfortunately, been current lately in circles entitled to a large measure 
of initiation in these matters ; and in a report which appeared in Reuter’s 
‘‘X-ray’’ of November 13, a similar claim is advanced to the effect that the 
present Indian and Middle Eastern sterling balances included a large element 
of profiteering at the British Government’s expense, because, says the report, 
the inflated prices at which those countries provided war supplies had been 
converted into sterling at uninflated exchange rates. 

Now to make any sense of the concept of an artificially deflated exchange, 
we must fall back on some comparative criterion which would help us detect 
the fact of deflation, even if we could not hope to gauge its magnitude ; and I 
can conceive no better criterion for the purpose than that provided by the 
answer to the question, ‘““ What would the state of affairs be if the piastre 
pound exchange had not been stabilized ?’”’ Whether we consider the matter 
in the light of the effect of stabilization on the internal price level, or focus 
attention on the bare rate at which Middle Eastern currencies, in the absence 
of stabilization, would exchange for sterling, it is impossible to avoid the 
conclusion that the currencies which have suffered devaluation under present 
conditions have been those of the Middle East. 

The association of inflated prices with inflated exchanges rests on the 
reasoning that the normal reaction to a persistent intractable high level of 
prices is an adjustment such that the currency of the country where high 
prices rule is brought into line with the rest of the world. This reasoning, 
however, presupposes a competitive freedom of movement which, in the cir- 
cumstances, is conspicuous by its absence. It is only when goods are free to 
move, when conditions are such that, even although exports are allowed to 
pay for imports, yet the abnormality of high prices persists, that the reaction 
of the exchanges may be expected to occur in the manner indicated in the 
quotations. This is far from being the case under war conditions today, when 
East and West have practically insulated themselves for the purposes of 
trade. War expenditure from the Middle East point of view constitutes an 
invisible export of which there has been a continuous flow unchecked and 
unabated by shipping shortage, while that same shortage has reduced imports 
to the Middle East to dimensions not commensurate with that expenditure. 
There has been a sustained excess of the obligations of England to the Middle 
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East over the obligations of the Middle East to England, which has not been 
sufficiently met by gold shipments or capital investment. In terms of goods, 
it has been a one-sided transaction all along, with a consequential disequilibrium. 

Middle Eastern countries would have welcomed few things more than a 
larger share in the import trade for which they have been clamouring in vain. 
Imports would have supplied a natural corrective, not only to the accumulation 
of credits but also to the rise in the index number of prices, and would have 
ironed out the severe variations in the two levels. But all that the West had 
to offer was a poor substitute in the shape of deferred credit. The Middle East 
had to confide in this solution as the only alternative available, little suspecting 
that those credits on which they had relied for replenishing their depleted 
stocks would turn out in the end to be inconvertible. 

No blame is intended to the West for its inability to meet the full Middle 
Eastern demand for goods, for, after all, the war effort must have precedence 
of everything else. But I do contend that in the circumstances an unstabilized 
exchange would have reacted in a manner diametrically opposed to that in 
which Dr. Einzig would wish to canalize it. If stabilization may be stigmatized 
as artificial, the artifice has made for inflation of the British rate, not for its 
deflation. 

It is matter for regret that superficial symptoms should have so obscured 
basic facts as to cause the shoe to be put on the wrong foot. The lay English- 
man may be pardoned a hasty conclusion, confronted as he is with a situation 
where he finds his own currency command a volume of manufactured goods 
at home which, if only those goods could be transplanted, would readily 
exchange for a quantity of Middle Eastern goods far in excess of those which 
that very currency could purchase in that area. I can visualize such an 
Englishman wondering why or how, given two supposedly equal objects, a 
third could be said to be equal to one of them and yet unequal to the other. 
To him it is almost an offence to common sense. Here is an equation between 
goods and currency in England. And yet that self-same currency and those 
self-same goods will exchange for unequal but otherwise identical objects 
at one and the same place if that place happens to be the Middle East. What 
becomes of the theory of the relative value of currencies? Where does it 
fitin? After all, is not the foreign exchange between countries the expression 
of the purchasing power of the currency of one country in terms of the currency 
of the other ? 

Initiated opinion, however, has the answer to these apparently puzzling 
queries ready. Foreign exchange is indeed the expression of relative purchasing 
power, provided there is exchange. But the statement cannot hold good 
under conditions such as those ruling at present, where countries so insulate 
themselves for purposes of trade as to become exchange proof. Liquids in 
different vessels will tend to keep the same level only if these vessels com- 
municate. But when that communication is interfered with, we neither 
quarrel with the physical law nor hope to correct it by pouring liquid into the 
vessel with the lower level or withdrawing liquid from the vessel having the 
higher level. 

Now what would have happened—given the present war conditions—if 
Middle Eastern countries had adopted, say, the gold standard or a gold con- 
vertible standard, or followed the example of Iran by insisting on the deposit 
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of a substantial proportion of the reserves in gold? Middle Eastern claims 
in that event would have been translated probably into an accumulated hoard 
of gold in place of a pile of Treasury bills. Gold is no magic wand and can 
no better draw goods in the absence of ships than can any other standard ; 
and I have often had occasion to criticize Egyptian critics of the sterling 
standard in so far as they ascribed the accumulation of foreign credits to the 
adoption of that standard. The standard does not alter the fact of credit 
accumulation, though it may well govern and affect the kind of accumulation. 
But under a gold convertible standard the exchange in the circumstances 
would have moved in favour of Middle Eastern countries in such wise that, 
while the cost to the purchasers of war material remained the same in terms 
of their currency, the price in Middle Eastern countries would have been 
lower in terms of Middle Eastern currencies to the extent to which the 
exchange had moved in their favour. That is to say, in return for the pound 
Egyptian being worth more pounds sterling than under a stabilized exchange, 
goods in Egypt would be worth less in terms of pounds Egyptian. Because 
stabilization intercepted an obstacle to the free movement of the exchange, 
equilibrium had to seek a vent and succeeded in finding one in the price lev rel, 
where it asserted itself with cruel severity. The choice lay between an exchange 
rate favourable to the Middle East with a lower level of internal prices, and a 
stabilized rate and a higher price level. 

Last, but not least, “the Middle East, instead of being left stranded after 
the war with a mass of inconvertible credit, would have been in a position to 
command goods and services from any source in larger quantities with a 
wider range of choice and on more advantageous terms. 

Such, then, would have been the alternative, the fruits of which the artifice 
of stabilization has prevented the Middle East from reaping. If we choose 
to call stabilization artificial, as well we may, the procedure has certainly 
not operated at the expense of the British Government. 

Yet no blame is here intended for not having adopted a standard other 
than sterling, for not only were present circumstances unforeseen, but the 
operation of a different standard in Middle Eastern countries would probably 
have entailed insurmountable difficulties of management. The very in- 
stability of an alternative standard would have militated against its adoption. 
Sterling with all its shortcomings has, on the whole, stood us in good stead 
and once rehabilitated may well do so again. But it is certainly wrong to claim 
that stabilization as a procedure has been artificial in any sense other than that 
it has prevented the exchange from moving in a direction where it would 
have tended to reduce the level of internal prices in Middle Eastern countries. 
To have pushed artificiality to the point where Egyptian currency went to 
a discount would have been a procedure at once unwarranted and arbitrary. 
Such a refuge would have better suited a cheap politician than an economist. 
Rather than upset accepted theories and distort unquestioned facts in a 
hopeless attempt to justify a critical situation, it were a thousand times 
better and more honest to face facts and address the East in some such 
language as the following : 

‘We know you have been disillusioned. We have tampered with your 
“exchanges and made them more against you. We have not been up to 
‘ your expectations in the management or the holding of the reserves you had 
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‘committed to our care. For all this we are sorry. But remember our cause 
“has been a common one, and we had to do all the battling. We stood as a 
‘bulwark against tyranny and aggression, and but for us your lot woyld 
‘indeed have been hard. 

“You have paid your penalty in pounds. We also have paid it in pounds— 
‘many more than you have done both proportionately and absolutely, but 
‘“ we have also paid it in blood, tears and sweat.” 

And it is important that the Middle East, whose countries have so far 
pinned their faith on England, should not lose the confidence which it has 
taken the British decades to foster. That faith is all the worthier of preserving 
because it rests and has so far rested on foundations of confidence and good will 
which, once shaken, will be hard to recast. It is common knowledge that no 
standard of commercial morality stands higher than the British. 

It is high time we thought of ways and means of restoring the havoc and 
ravages wrought by the war. For with their depleted stocks, severe wear 
and tear of their implements and their impoverished soil, the Middle East 
countries will be hard put to it to convert their accumulated credits into the 
goods they so much need, and will soon be facing a crushingly disappointing 
situation where they will find themselves unable fully to put their balances 
to the purposes to which they had intended and expected to put them. 

S. LACKANY, 
Late Under-Secretary of 
State Audit (Egyptian Government), 
Head of the Egyptian Delegation 
to the Bretton Woods Monetary Conference, 
Director Banque Zilkha, S.A.E. 


Dr. Einzig’s Rejoinder 

S1R,—Lackany Bey attacks me on account of my belief in the purchasing 
power parity theory of foreign exchanges, according to which the true value 
of the exchanges should be the ratio between the price levels of the countries 
concerned. Opinions may differ on the subject, but the purchasing power 
parity theory is a most respectable theory, and in supporting it I find myself 
in a highly distinguished company of leading economists. Indeed, while it 
may have appeared revolutionary when Professor Cassel first popularized 
it at the end of the last war, it has, in the meantime, come to be adopted by 
most economists as being substantially correct. Nor is Lackany Bey’s con- 
tention that it can only hold good if price discrepancies are allowed to lead to 
free movements of goods very convincing. This subject was adequately 
discussed in the Economic Journal in 1920, in a controversy between Prof. 
Cassel and Miss van Dorp, a Dutch economist, and the latter succeeded in 
making the point to the satisfaction of most of us that, even if foreign trade 
did not exist at all, the correct exchange rate between two currencies would 
be the rate on the basis of which the purchasing power of both currencies is 
the same whether spent in their respective country or converted and spent 
in the other country. 

So much for the metaphysical aspects of our controversy. As to its 
practical aspects, the point that matters most is that, on the basis of the 
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existing arrangement, the value of the goods Great Britain is required to export 
to Egypt after the war in repayment of her debt would be three times that of 
the goods and services she has received from Egypt. Consequently, something 
must obviously be wrong with the arrangement. No amount of tortuous 
argument can argue away the fact that, under the arrangement defended by 
Lackany Bey, Egypt stands to make a modest extra war profit of some 200 
per cent. This may explain his strong patriotic feeling in defending it, and 
the forceful language he uses. Tovt comprendre, c'est tout pardonner. 

In my article, I argued that there was no moral or political justification 
for Egypt (among other countries) to enrich herself out of the war at Great 
Britain’s expense. I criticized the Treasury in the first instance for having 
failed to arrange to finance our war expenditure in Egypt on a Lend-Lease 
basis. My main point was that the abnormal Egyptian balances should never 
have been allowed to arise. My second point was that, given the deplorable 
fact that our expenditure was financed with the aid of sterling balances, 
there was no justification for paying excessive prices in terms of sterling by 
converting the Egyptian pounds on the basis of the pre-war exchange rate, 
instead of allowing for the change in the purchasing power parities through 
the excessive rise of prices in Egypt. In the absence of a free movement of 
goods and a free fluctuation in the exchanges, conditions were entirely artificial, 
and any exchange rate was bound to be artificial. That being the case, it 
would have been possible and advisable to fix the rates at figures at which 
they corresponded to the relative internal value of sterling and the Egyptian 
pound. Had the exchange rate been adjusted to the. purchasing power 
parity, Egypt would have secured a fair profit without laying herself open 
to the charge of profiteering. 

Perhaps I may be permitted to point out that I have supported this principle 
for years, even in instances in which its application appeared to be financially 
disadvantageous to Great Britain. In THE BANKER and elsewhere I have 
strongly criticized “g" deliberate overvaluation of sterling in relation to the 
lira and to the franc in Africa. 

Lackany Bey poetics that, had the Egyptian pound been devalued to its 
purchasing power parity, this would have accentuated the rise in prices in 
Egypt. But this argument appears to be inconsistent with his other argument 
that, owing to the abse ‘nce of a free movement of goods, prices and exchanges 
do not depend on each other. The volume of British exports to Egypt—-and 
even of the total Egyptian imports—-was so small that an increase in the 
prices of imported goods through a devaluation of the Egyptian pound would 
not have affected the Egyptian price level to a very large extent. Possibly 
the devaluation would have produced some psychological effect—though by 
claiming this Lackany Bey would subscribe by implication to the view that 
the purchasing power parity theory works not only through the material 
factor, but also through the psychological factor, in spite of the reduced volume 
of foreign trade. As a matter of fact, the Egyptian pound has actually been 
devalued, not in relation to sterling but in relation to gold, as a result of the 
sharp rise in the price of gold in Egypt. There is no reason to suppose that 
if this devaluation had been confirmed by a corresponding devaluation in 
relation to sterling it would have produced a spectacular additional rise in 
prices. And there is no reason whatsoever to suppose that prices in Egypt 
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would have materially fallen if the value of the pound had been increased, 
as suggested by L ackany Bey. 
Lackany Bey is adding insult to injury by suggesting that “ it would be a 
thousand times better and more honest (sic) to face facts’ and to apologize 
to Egypt for not having redoubled her unearned war profit by increasing 
the exchange value of her currency, and for not having come up to her expecta- 
tions (whatever that may mean) in the management of her sterling balance. 
He is not altogether unreasonable in assuming that the Treasury would go to 
almost any length in its policy of appeasement in the sphere of external war 
and post-war finance. But thé formula he suggested would perhaps make 
even the worms of Whitehall turn. Anyhow, in return for his kind and tactful 
suggestion, I for my part should like to suggest that it would be a thousand 
times better and more honest for Egypt to face facts and address this country 
in some such language as the following : ‘“ We know we were greatly improving 
our capital position at your expense while you were defending us against 
German-Italian conquest and enslavement. We are thoroughly ashamed 
ourselves for it. We owe you everything we possess, our very existence as 
an independent nation, more than could be expressed in terms of money. 
he least we can do to repay a small fraction of the debt we owe you is to 
cancel our sterling balances accumulated during the war.”’ 
PAUL EINZIG. 


The International Business Conference 
at Rye 


(By a Correspondent) 


ENERALIZATIONS about the state of public opinion in any countrv 
G« notoriously treacherous and nowhere is this truer than in the United 
States. Yet the view may be advanced with some confidence that there 

now exists a widespread recognition in the United States that that country, 
as the world’s greatest economic and military power, must henceforth assume 
an increasingly important part in world affairs. This does not mean that 
there is the same measure of agreement upon the exact steps which the U.S. 
should take in helping to discharge its responsibilities. Nor does it mean 
that isolationism has been utterly banished. Indeed, quite contradictory 
policies are sometimes propounded even in good faith designed to enable 
America to play a bigger part in world affairs ; while the foreign observer 
is more than once reminded that isolationism is merely simmering beneath 
the surface. It remains, nevertheless, broadly true that at the-moment the 
tide is running strongly in favour of co-operation in world affairs after the war. 
So far as the mass of the people is concerned, this attitude is perhaps a 
charitable emotion rather than a deeply-held intellectual conviction. Re- 
sponsible circles both in the Administration and in business are, therefore, 
bending all their powers to transform the one into the other. The holding 
of a series of international conferences in the U.S. has made a most useful 
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contribution to this educational process. Yet so long as these conferences 
were entirely Government-sponsored, it was difficult to measure the degree 
of interest which the people of the U.S. were taking in international affairs. 
Special significance, therefore, attaches to the International Business Con- 
ference held at Rye, New York, between November 10 and November 18 
last year, which was summoned through the co-operative action of the four 
leading U.S. private business organizations: the National Association of 
Manufacturers, the Chamber of Commerce of the U.S.A., the National Foreign 
Trade Council and the American Section of the International Chamber of 
Commerce. The interest of the last three organizations in world trade is 
well known, but the active participation in an international business con- 
ference of the N.A.M., a body traditionally devoted to the fostering and 
protection of domestic industry and business, is an event not lightly to be 
dismissed. 

The N.A.M. has twelve thousand members, including all the large corpora- 
tions, but the great majority of the members are small enterprises. _ Over 
70 per cent. of them employ less than 500 men. The chairman of the N.A.M. 
stated publicly that the manufacturers of the United States recognize that 
if they are to export goods they must receive payment for them both in raw 
materials and in the manufactured goods of other nations. He went on to 
say that if the U.S. were to export capital it must be prepared to do so on a 
long-term basis and with the knowledge that it can be repaid only in the 
shape of goods and services rendered by those who borrow. 

The Rye Conference is, therefore, of major importance. It was the first 
occasion since the outbreak of war that business men and not Government 
representatives had had the opportunity to meet together and discuss post-war 
problems. In addition, it furnished striking evidence that American business 
men of many different shades of opinion were becoming increasingly conscious 
that American commercial policy after the war would exert a vital influence 
on the rest of the world. They recognize, too, that the restoration and main- 
tenance of economic stability in the international trading system will be 
impossible unless the U.S. gives, and continues to give, the right lead in 
financial and commercial policy. 

American readiness to assume a large measure of responsibility in the 
post-war world found abundant expression in the speeches which members 
of the U.S. delegations—all business men—made at Rye. The business 
conference would have been noteworthy for that fact alone, but equally 
significant was the attendance of representatives of private business from no 
léss than 52 countries, embracing all the United Nations—even the U.S.S.R. 
sent observers—and all the neutral states, who agreed on the formulation 
of recommendations on the majority of the most important heads of financial 
and commercial policies for the post-war period. 

The subjects which figured on the Conference agenda were: Cartels ; 
Commercial Policies of Nations; Currency Relations among Nations ; 
Encouragement and Protection of Investments; Industrialization in New 
Areas ; Private Enterprise ; Raw Materials and Food stuffs ; Transportation 
and Communications. Each of these subjects was discussed and studied by 
separate Sections, who presented reports which were adopted at plenary 
sessions of the whole conference. It is thought that the general sense of the 
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discussions which took place might be adequately conveyed by a short account 
of the reports presented by the Sections dealing with Cartels, Commercial 
Policy and Currency Relations. These reports have been singled out not so 
much because of their intrinsic importance as because they illustrate both 
those questions on which the delegations were able to agree and also those 
problems on which accord was less unanimous. 

The report on Cartels, that most inflammable of all topics when discussed 
in an American forum, did a useful service in formulating a definition of 
cartels. These were described as: “‘ Agreements either between independent 
private parties or between Governments or both which provide . . . for all 
or any of the following: regulation of production, orderly marketing, co- 
ordination of prices, exchange of technical knowledge, experience and patents, 
where they are connected with production or marketing schemes.”’ After a 
judicial recital of the virtues and vices of cartels, the report pleads for a 
policy which will preserve the benefits of such agreements and at the same 
time avoid their use “in a manner which is contrary to the public interest 
of any nation.”” The report concludes with a strong recommendation that 
Government should assume the responsibility for an international study to 
consider the influence of such agreements on unemployment and other aspects 
of economic activity. 

While the Section on Cartels failed to propose anything more radical 
than the delegation to Governments of the task of dealing with cartels, the 
Section on Currency Relations among Nations was unable to make any recom- 
mendations at all. Its report contented itself with an innocuous account of 
the topics discussed at the Section meetings. Coming so soon after the 
Bretton Woods conference, the silence of the Rye conference on the proposals 
agreed upon at Bretton Woods was capable of some misinterpretation. The 
chairman of the U.S. Delegation, therefore, stated at a plenary session of the 
conference that, while the U.S. delegation was not prepared to take a position 
on the Bretton Woods Agreements, this did not mean that they were in any 
sense against anything that had happened there. The action of the U.S. 
delegation was attributable to the fact that important business groups in the 
U.S. (e.g., the American Bankers’ Association, the Foreign Trade Council, 
and the New York State Bankers’ Association) were in course of making an 
intensive study of international currency questions. 

Fortunately, a much greater degree of unanimity was found possible by 
the Section which concerned itself with the all-important problem of com- 
mercial policy. In its report, the Section rightly drew attention to “ the 
decisive influence on world trade exercized by the level of economic activity 
in the major industrial countries. . . Prosperity or depression in those countries 
is all pervasive. A particular responsibility, therefore, rests on them to curb 
the undue fluctuations which have hitherto characterized their economies.”’ 
Clearly, the lessons contained in the U.S. Department of Commerce study, 
“The U.S. in World Economy,” as to the baneful effect on the rest of the world 
of the wide swings in the U.S. business cycle have not been lost. 

Other recommendations of this section deserve mention. The first, re- 
flecting the unanimity with which all delegates pleaded for freer trade, called 
for the conclusion of a Multilateral Trade Convention, committing all the 
contracting parties to specific measures designed to remove trade barriers. 
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The second—and here the Section was underlining a plea often made in the 
reports of the League of Nations—called for the setting up of an international 
economic organisation, ‘‘ which would be entrusted with the task of super- 
vising and co-ordinating national commercial policies from an international 
angle.’’ The report concludes with an exhortation to Government to “ seize 
the opportunity presented at the conclusion of hostilities by the world-wide 
demand for goods and services to establish, through a liberal trade policy, 
conditions which will lay the foundations of a broad and expanding world 
trade, and by taking action in advance of an expected upward movement 
in the trade cycle to mitigate many of the difficulties of the transition period 
from war to peace.”’ 

The International Business Conference could not, of its nature, produce 
tangible results ; the national delegates had necessarily no power to commit 
their Governments. But the various reports when taken together provide a 
refreshing reminder that the world business community has not failed to 
profit from the mistakes of the past. The emphasis laid on the need for 
pursuing expansionist trade policies is a useful corrective to the doctrines of 
restriction and protection which found expression in the views of a small 
number of the delegates. 


Record Cheque Clearings 


HE chief feature of the 1944 cheque clearings is that they show a con- 

tinuance of the decline, in progress for many years past and accentuated 

since the war, in the rate of turnover of bank deposits. As was to be 
expected, the absolute figures show a substantial increase to new record levels. 
The daily average topped the £200 million mark for the first time, to £204.7 
millions, as compared with £186.0 millions in the previous year and £120.1 
millions in 1939 (though the latter figure was considerably below the pre-war 
peak of {146.2 millions in 1929). The 1944 total of £62,645 millions shows 
an increase of 9.7 per cent. on the year, though when the total is divided up 
into quarterly periods marked differences appear in the rate of expansion. 
Thus, the increase on the year was more than 12 per cent. in both the first 
and the second quarter, declining to less than 3 per cent. in the third. This 
temporary reaction is clearly associated with the accompanying setback on 
the Stock Exchange, an impression which is reinforced by the fact that the 
largest increase for any single month—one of nearly 20 per cent. for November 

coincided with a definite revival in the security markets. 

Since the clearing figures, as has been mentioned, show a rise of only 
9.7 per cent., whereas clearing bank deposits were on the average 13.4 per cent. 
higher than in 1943, it is clear that there has been a further fall in the velocity 
of circulation of bank credit. As will be seen from the table opposite the 
ratio of clearings to current accounts was further reduced from 23.3 
to 22.6 (as compared with over 30 in pre-war years), while the ratio to total 
deposits fell from 15.5 to 15.2, though this is still somewhat higher than in 
1941-1942. The difference in the behaviour of the two ratios is, of course, 
accounted for by the change in the composition of total deposits as between 
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current accounts and time deposits. Putting the same facts in another way, 
it can be said that between 1938 and 1944 the cheque clearings rose by only 
58 per cent., whereas total deposits increased by 83 per cent. and current 
accounts by 122 per cent. During the year there was a further trans- 
erence to the central clearing of some items which formerly passed through 
provincial clearings. The changes in the area and system of the various 
provincial clearings, indeed, now largely deprive these figures of any real 
significance as a comparison of activity in the various centres. To mention 


TURNOVER OF BANK DEPOSITS 


Deposits : Ratio Clearings to : 
Current Current Total 
Clearings Accounts Total Accounts Deposits 
£m £m. £m. 

1928 .. ne a 44,205 954 1,766 46.3 25.0 

1933 -- “ss ash 32,138 978 1,953 32.8 16.5 

1938 .. she a 39,610 1,244 2,277 31.8 17.8 

1939 .. aie hdd 36,642 1,252 2,248 29.3 16.3 

1940... as oe 10,019 1,437 2,506 26.9 16.0 

1941 .. i a 43,015 1,885 2,970 22.8 14.5 

1942... vhs i 43,657 2,148 3.275 22.6 14.8 

1943... a ee 57,107 2,455 3,6° 23.3 15.5 

1944... ata wa 62,645 2,765* 4,155 22.6 15.2 
By quarters {Annual rate} 

19042—I .. re 51,025 2,034 3,126 25. 16.5 

Oe <ée ye $5,015 2,059 3,159 23:3 14.4 

ier sg 40,053 2,172 3,309 21.2 13.9 

ae ei 51,333 2,320 3,508 | 14.6 

1943—I_ .. a 560,316 2,352 3.548 24:2 16.0 

me os cs 59.492 2,387 3.580 23-7 15.8 

ie ~ 57.372 2,463 3,678 23.3 15.6 

| ae 57.744 2,619 3,903 22.0 14.8 

1944—I .. die 63,934 2,628 3,949 24-4 16.2 

ee a 63,447 2,702 4,050 23.5 15.7 

Bae. as 59,085 2,782 4,178 2t 2 14.2 

IV ; Pi 64,062 2,947* 4,427 a¢..7 14 5 


* December estimated at £3,045 millions. 


the extreme example, the Manchester total last year amounted to no more 
than {170.7 millions, a decrease of close on 59 per cent. on the year and leaving 
Manchester—which formerly accounted for 42 per cent. of the aggregate for 
the eleven centres—actually {94 millions lower than Liverpool, which now 
heads the list. 

For the war years, the decline in turnover is obviously due largely to 
direct controls over spending, such as rationing and the allocation of raw 
materials. Even for normal times, however, the variations in the clearings 
total are a useful warning to those who like to judge credit policy in terms of 
the quantity of money, instead of the amount of ‘‘ money work” that is 
being done. Thus, it will be seen from the tables that there was an actual 
decline in clearings between 1928 and 1938, although the volume of current 
accounts increased by 30 per cent. and that of total deposits by 13 per cent. 
At the same time, lest it should be thought that clearings alone are the really 
significant index, it should be noted that national income is estimated to have 
risen from £3,925 millions in 1928 to £4,350 millions ten years later. 
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Banking Problems of Liberation (ti) 


By Service Etranger 


HEN the banking problems of liberation were discussed in the October 
W oss issue of THE BANKER, it was not unreasonable to express an 

expectation that the enemy occupation of the three West European 
democracies was on the point of ceasing. Unfortunately, that optimistic view 
has proved mistaken ; no effective banking contact has yet been established 
with Holland, while communications between us and the freed portions of 
France and Belgium are still subject to delays and restrictions. 

Banking activities have been of two kinds, those concerned with the events 
of the past and those concerned with the needs of the present. Under the 
first heading fall the requests by customers for news of their accounts and the 
banks’ replies. The latter were for some time limited by the fact that postcards 
only were accepted for transmission, but letter mail to and from France 
commenced early in November and Belgium was given the same concession 
at the end of the year. Postal packets are limited to one ounce and this has 
prevented or delayed the sending out of the bulkier statements of account ; 
the reinstitution of a boat service on a limited scale from mid-January may, 
however, relieve the congestion sufficiently to allow of heavier letters shortly. 

There have been several other matters dealt with in the inward mail. 
Changes of address, notices of death, changes in the constitution of firms— 
all these have been plentiful and the last two have raised points of interest. 
It was not uncommon for customers residing in France to appoint their London 
bankers as executors of their estates in the United Kingdom—and often 
enough the heirs of a deceased customer find it convenient to leave the clearing 
up of things in the hands of the bank. Trustee and Deceased Estates depart- 
ments have accordingly had a good deal of work from the hitherto dammed up 
demand for their services, work which is severely handicapped by the shortage 
of qualified staff in solicitors’ offices. The changes in constitution are of more 
than routine interest, because most of them took place during the period of 
the German occupation and so cannot be recognized as valid until confirmed 
by some authority set up by the Provisional Government. 

A gratifying feature has been the number of French banks which have 
cashed unadvised cheques for Britishers during the past four years. These 
cheques, drawn on all sorts of places in the United Kingdom, are now coming 
over for presentation, and the institutions which cashed them have, of course, 
no certainty of reimbursement. Where the paying bank has received con- 
firmation from the drawer he is safe in paying, subject to the existence of 
adequate funds, but it is another matter where he may not even know whether 
his customer is still alive. There does not appear to be any agreed uniformity 
in practice between our banks in dealing with advices and presentations of 
this nature, but it cannot be doubted that the general attitude will be one 
of helpfulness to the French banks who have come to the rescue of our 
countrymen. Payments, of course, may be made only with the permission 
of the T.W.E. Department, so for the present probably the most that can be 
done is to earmark the accounts which it is proposed to debit. 

Mail advice of the fate of commercial transactions (such as bills for collec- 
tion) has come through pretty well from the big French towns, but there is 
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still much to be learned about what has happened to things in Belgium. 
Banks on this side are asking their customers to make a particular point of 
stating whether there are any uncleared cheques drawn before the German 
occupation and whether the standing orders of pre-invasion days still hold 
good. While the accounts are still blocked for nearly all purposes there is 
no danger of old cheques being paid, but it is certainly advisable to know as 
soon as possible what presentations may be made once the ban has been 
removed. 

The slowness of the mails (a month is not extreme even now) has hitherto 
prevented London banks from receiving many letters containing customers’ 
opinions on statements of account. However, from the few communications 
of that type which have arrived it is quite plain that we shall become un- 
pleasantly familiar with the word “ pourquoi.’’ Wise banks have anticipated 
the most likely queries by sending out an explanatory letter with the state- 
ments. All dividends, for example, have been credited less tax during the 
occupation, and dividends on securities registered in the customer’s name 
have often been withheld because the paying company knew of the enemy 
domicile ; yet it is inevitable that many little points will give rise to enquiries 
and lengthy searches among old records. 

Apart from asking after the fate of outward bills, the main thing that 
British banks have wanted has been a statement of their various franc 
(Nostro) accounts. These have mostly arrived and are, of course, providing 
the ledger keepers on this side with a fruitful field for prolonged ticking up. 
No such account can as yet be worked, so it is at present merely a question 
of arriving at an agreement of the figures. 

The needs of the present consist mainly of needs for cash. Prior to D-Day, 
British subjects resident in France and Belgium were permitted to receive 
small monthly sums through the Foreign Office and the intermediary of the 
Protecting Power. As far as France is concerned, any resident of freed France 
who has a sterling account may now receive from it the equivalent in francs 
of up to £50 per person per month, with a maximum of {150 per month per 
family, and any resident of the sterling area may remit francs on the same 
scale for the maintenance of close relatives or dependants, or for the upkeep 
of French property. British residents in Belgium may now receive similar 
handsome sums through the Foreign Office, instead of the pittances with which 
they have hitherto had to be satisfied, but no unblocking of the accounts 
of non-British customers in Belgium is as yet permitted. In France, persons 
who have maintenance and upkeep charges to meet in Great Britain are 
aliowed to buy sterling in a corresponding manner, payments in both directions 
being cleared through the Bank of England and the Banque de France re- 
spectively, and special post-liberation accounts opened for the purpose. 

Although the passage of letters is now practically unrestricted, the movement 
of personnel is inevitably on a very modest scale. Those British banks with 
French auxiliaries have had an opportunity of sending a small staff to see how 
matters have gone and we believe that some banks have sent a few officials 
to visit old friends among the prominent French institutions. As yet, however, 
it has been impossible to give back to the auxiliary branches the skilled British 
staff which was evacuated at the time of the invasion and in the banking 
world we are very far from justifying the highly-coloured picture of cunning 
British “‘ penetration ’’ that has more than once been drawn by American 
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journalists. 
What the near future will bring is uncertain, but the partial liberation 


of Belgian accounts cannot be long delayed, thus putting them on the same 
basis as French ones. Sooner or later, the income tax deducted from dividends 
during the occupation period will have to be refunded by the Inland Revenue 
and credited to the customers concerned, and doubtless there will be numerous 
dividends to be received shortly from companies and paying agents under 
mandate arrangements. The complete freeing of the balances and securities 
is governed by quite other considerations and is hardly likely to occur for a 
considerable time, for it is bound up with the financial and exchange policies 
of the French and Belgian Governments, and possibly with decisions for a 
scheme of international control of capital movements. For the present, 
however, the denuded staffs of our banks’ foreign departments are too fully 
satisfied with work on hand to give much thought to the possible troubles of 


the morrow. 


Irish Banking in 1944 
By Professor G. A. Duncan 


Tres quick assets of the Irish banks have continued to increase during the 
past year by about £8 millions, re maining equivalent to 22 per cent. of the 
system's banking liabilities. The increase has bee n, as usual, almost 
entirely outside the 26 counties. The increase in note circulation in Northern 
Ireland seems to have flattened out, but it continues rapidly in Southern 
Ireland, where the last 12 months have seen an increase of over £4 millions or 
14 percent. Along with this has gone an increase in banking activity. Average 
daily debits at bank offices in Southern Ireland up to September have increased 
from {2,119,000 in 1943 to £2,312,000 in 1944 for ordinary accounts, and 
from {£828,000 to £841,000 for Government accounts—a total increase of 


BANKS IN THE TWENTY-SIX COUNTIES, INCLUDING CENTRAL BANK OF 


IRELAND 
Business in the | 
September Quarter; / million) 26 Counties ; Business elsewhere 
1939 1943 1944 1939 1943 1944 
Capital, Reserves and Carry-forward .. 10.3 10.4 10.5 72 2.3 7-3 
Notes in circulation ee ee 16.1 29.5 34-0 4.0 12.3 12.6 
Current, Deposit and other Accounts a 114.4 162.6 rSr.1 42.4 64.3 7O.4 
Cash, Money at Call and Short Notice 8.8 14.6 (5-4 | 16.6 42.7 50.0 
Bills (non-Government), Loans and 
Advances as oe 46.4 £755 26.7 20.4 20.0 
Investments and Government Bills ; {1.0 2.3 12.6 | 85.9 148.4 180.9 
Excess of Sterling Assets aa ‘ 6o.3° 234.5" 155.27 I -- - 


* Notr.—This total is under-stated by the difference between the total value of the gold, sterling 
balances and securities held by the Central Bank and the proportion of these held 
in the Legal Tender Note Fund, which is kept equivalent to the Legal Tender Notes 
outstanding. 

per cent. Similarly the weekly average of the Dublin bank’s clearing of 
notes, bills and cheques for the first 36 weeks of the year has risen from 

{7,087,000 to £7,359,000, or by 4 percent. The upward movement of current 

deposit and other accounts has continued, amounting to nearly £25 millions 

or I1 per cent. of last year’s total. The rate of increase has been much the 
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same as in 1943, and is much the same both in the 26 counties and elsewhere. 
The downward trend of loans and advances continues slightly outside the 
26 counties, but there a slight up-turn has taken place. The smallness of 
the contraction in Southern Ireland, considering the relative agricultural 
prosperity and the slackening of industrial activity, is rather remarkable. 
Once more the dominant feature of the banking position is the growth in 
Southern Ireland’s excess of sterling assets. This year it amounts to 14 
per cent., which is somewhat lower than the preceding year. But the total, 
that of £155 millions, is nearly 2} times what it was before the year. 

This growth is, of course, associated with the continuing favourable 
balance of payments on current account characteristic of Southern Ireland 
under wartime conditions. The latest figures available are the provisional 
estimates for 1943. The visible balance on current account in that year was 
£25 millions, which includes emigrants’ remittances from the United Kingdom 
of {11 millions (these remittances produced only about £600,000 a year before 
the war and their growth indicates the extent to which residents of Southern 
Ireland have come into the United Kingdom to undertake war work). All 
figures so far available suggest that 1944 will reproduce the picture of 1943. 

In Southern Ireland’s external trade previous trends have been continuing, 
but with some tendency to greater stability. Exports have been running 
at £2.34 millions a month, which is 8 per cent. higher than the 1943 level, 
and they still appear to be trending upwards. On account, however, of the 
continued rise in the export price index (which is now 13 points higher than 
it was last year) the physical volume of exports in the first nine months of 
1944 was about 4 per cent. lower than in the same period of 1943. There 
has been no marked change in the composition of exports so far as it is revealed 
by the skeletal statistics now published. Imports also have been running 
slightly higher in value than in 1943, at £2.36 millions monthly. Here also 
on account of continuing price rises the index of physical volume is lower 
than it was last year. A considerable increase has taken place in the value 
of imports of food, drink and tobacco accompanied by a decrease in the 
imports of all other commodities, but it is not possible to relate these value 
movements to volume movements. In the first 10 months of 1944 there 
has been a small import surplus as compared with the export surplus of {1.3 
millions in 1943, but November and December may well change this result. 
The terms of trade have improved, the ratio of export and import prices being 
now back to 94 per cent. of 1930, compared with 88 per cent. last year. 

Estimates of the agricultural output for 1943-44 are now available. Taken 
in conjunction with later information they suggest that this season reached 
the lowest level, from which some recovery has now taken place. The physical 
volume of production had declined further to 87 per cent. of the 1929-30 
level. Livestock and livestock products reached only 73 per cent. of 1929-30, 
but crops and turf reached 160 per cent. The twist of Irish agriculture in 
the direction of crop production is shown in the gross output figures. Crops 
(excluding turf) yielded £24.3 millions as against £20.4, but the increase in 
livestock prices gave a total yield of £62.6 millions against £57.6, on a lower 
output. Grain production reached a new high level of 509,000 tons, an 
increase of 41,000 compared with the previous year. Other crops enumerated 
made up 1,652,000 tons against 1,305,000, the difference being almost com- 
pletely accounted for by the increase of 338,000 tons in the output of sugar 
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beet. Falls in livestock output were widely spread—sheep 27 per cent., 
pigs 12 per cent., cattle 8 per cent., poultry and eggs 6 per cent. 

The crop and livestock figures for 1944 suggest that some recovery has 
since taken place. The populations of cattle (particularly older dry cattle), 
sheep and all classes of poultry increased; only pigs continued to fall to 
a new low level of 380,000—that is, only about one-third of the pre-war 
population. The acreage under crops in 1944 showed a further increase of 
196,000 acres, but at the same time hay, other than first year hay, shrank 
by 147,000 acres and pasture by 50,000 acres. A further small indication 
of recovery is given by the fact that in 1943-44 expenditure on fertilisers, 
foodstuffs and seeds amounted to about £4.7 millions, against {2.6 millions, 
and the difference cannot be wholly accounted for by price changes. 

The index of industrial production also shows signs of having passed 
its lowest point. For the first three quarters of 1944 it averages 83.8 com- 
pared with 81.3 for the same period in 1943, the base year in each case being 
1936. A new compilation of employment, wages and earnings statistics 
in certain industries producing transportable goods enables a clearer idea 
to be got of the effect of the war on these industries. Employment has 
shrunk from 82,000 to 71,000 in the selected range, that is by about 13 per cent. 
Wage rates have risen by 24 per cent. and index earnings by about 27 per cent. 
This indicates clearly the difference in the movement of wage rates and earnings 
in Southern Ireland as compared with the United Kingdom. 

Unemployment has been lower again in every month of 1944 than it was 
in the same month in 1943. The number of applicants for insurance benefit 
is back to levels characteristic of 1935-38. The number of applicants for 
unemployment assistance possessing no other means of their own has fallen 
well below even the low year 1937. The sum of these two classes totalled 
33,000 in September 1944. As in previous years the safety valve for un- 
employment has been movement into the Armed Forces of the United Kingdom 
and industry in the United Kingdom. Movement across the Irish Sea has 
been reduced this year both by additional restrictions on the grant of travel 
permits in Southern Ireland and by the travel restrictions imposed on security 
grounds by the Government of the United Kingdom. The net outflow 
recorded for the first nine months of 1944 has only been 8,700 as against 
33,200 in the same period of 1943. It is important to remember, however, 
that these figures take no account of the cross-Border traffic. 

The rise in the cost of living has been greatly slowed down and almost 
stopped. The figure for all items has risen only from 294 in November 1943 
to 296 in November 1944, while the figure for food has correspondingly risen 
from 261 to 264. These represent increases of 71 per cent. and 67 per cent. 
respectively since August 1939, a movement which must contrast with ex- 
perience in the United Kingdom. This contrast cannot be better noted than 
by observing three facts : 

(a) In Southern Ireland, in spite of the great outflow of young men and 
women to the United Kingdom, unemployment is comparable 
with pre-war figures ; 

(b) In Southern Ireland earnings, in a selected group of industries, have 
risen by only 27 per cent. ; 

(c) In Southern Ireland the artisan’s cost of living index has risen by 
71 per cent., and his cost-of-food index by 67 per cent. 
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Conditional Orders: Bank’s Duty 


to Holder 
By F. R. Ryder 


ANKERS have long been aware that the conditional order is outside 
Bite provisions of, the Bills of Exchange Act, their concern having been 
directed to the loss of the statutory protection afforded to the paying 
and collecting banker. The orders that the customer issues are in some cases 
clearly outside the definition of a bill of exchange, as where payment of the 
draft is unambiguously made subject to a condition. In other instances, a 
prerequisite to payment is indicated as a foot-note. This has been deemed 
judicially to be only a communication to the payee and in consequence the 
draft regarded as within the statutory definition.* In the latter case, as well 
as the former, the banker takes an indemnity from his customer—possibly 
he appreciates the manifest artificially of regarding as unconditional a draft 
calling in practice for something more from the holder than its presentation, 
duly endorsed if necessary. It is worthy of passing notice that the late Sir 
John Paget, in his Gilbart Lecture of 1911, doubted the correctness of the 
decision upon the “footnote ’’ draft, although it has been since specifically 
approved.f On the other hand, the indemnity taken by the banker is usually 
worded sufficiently widely to render him immune if he should pay the draft 
without regard to the condition—most frequently the completion of a receipt 
—and it may be with this object in view that the banker takes an indemnity 
respect of the “‘ footnote ”’ draft. 

There is, however, a further aspect of practical importance, the implications 
of which do not appear to have provoked comment elsewhere and therefore 
may be regarded as unappreciated generally. Chalmers considered the 
conditional order valid as an equitable assignment? and there cannot be a 
legal assignment of part of a fund.§ For this view there is authority** which 
appears to be sufficiently well founded that it is unlikely to be reversed should 
the point come before a Court having that power. 

An equitable assignment of funds is binding upon the depositee of the 
fund from the time that notice of the assignment is received, and assignees 
as between themselves rank according to the dates at which notices of their 
respective assignments are received. The first presentation to the bank of 
a conditional order is effective notice of the assignment. This places the 
banker in a position similar to that obtaining at Scots Law and in a few 
American States, where a cheque is by law an assignment of funds. There, 
once a cheque has been presented and returned unpaid for any reason, available 
funds up to the amount of the cheque have to be set aside and only the remain- 
ing balance is available to meet cheques presented later. The essential point 

* Nathan v. Ogdens. 93 L.T. 553. 

+t Roberts v. Marsh. 1915, t K.B. 42. 

; ‘ Bills of Exchange, X Edn., p. 16. See also Paget, ‘‘ Law of Banking, IV Edn., p. 59. 

§ Re Steel Wing Co., 1921, Ch. 349. 

** Buck v. Robson, 1878, 3 0.B.D. 686. See also Macnaghton 65. Brandt v. Dunlop Rubber 


Co., 1905 A.C. at p. 462. An equitable assignment ... may be couched in the language of 
a command. 
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is that the nature of the document creates a duty upon the bank vits-a-vis 
the holder. 

As we have noted above, indemnities are taken from the customer and 
these usually enable the bank to look to his customer for reimbursement in 
respect of any liability arising from the issue of a conditional order instead of 
a cheque, thus including the liability to a holder of the conditional order of 
which the banker has notice. However, in practice the difficulty occurs if 
the customer is financially weak. Suppose that a customer has a credit 
balance of {600. A conditional order for £800 is presented and returned for 
lack of funds. Subsequently, the remaining balance, or rather part of it, 
is used to pay further drafts by the customer to the extent of, say, £300. 
The banker is liable to the holder of the {800 draft to the extent of £600. 
Only £300 remains in the bank’s hands, but for the additional £300 he can 
look only to his customer. Should bankruptcy, or if the customer is a company, 
insolvent liquidation, supervene the banker will be the loser in so far as the 
dividend received in the bankruptcy or liquidation of the company is short 
of £300. 

It is to be observed that it is not the benefit of the banker-customer contract 
that is assigned but the fund, or rather part of the fund, created by it. There 
is a Scottish precedent that, although not binding on an English Court, 
illustrates the limitation of the claims that may be made on the bank by the 
payee of the conditional order, regarded as an assignee. In Kirkwood 2. 
Clydesdale Bank, 1908, S.C. 2c, a customer had severe! accounts including a 
current account with a credit balance. A cheque, operating in Scotland as 
an assignment of funds, was presented and returned because notice of the 
customer’s death had been received. The net balance on all accounts showed 
a debit against the customer. Although the bank was secured it was held 
that there was no assignment of the current account balance because there was 
no debt due from the bank to the customer. The position is analogous if a 
customer has a credit balance on current account that has been fed from a 
loan account. A conditional order would create on presentation no liability 
from the bank to the holder if it were unpaid. A fortiori, where there is simply 
an overdraft and a liability upon the bank to honour the customer’s cheques 
up to a certain figure, a conditional order cannot create a liability from the 
bank to a third party. The agreement to lend is a contract, and the Courts 
will not enforce the assignment of the benefit of a contract, where the assign- 
ment imposes additional burden upon the party liable under the contractt 
(i.e. the bank), as could always be claimed because the personal covenant is 
in practice always relied upon to some extent and is a matter of opinion. 

In parenthesis, it is apt to answer one source of confusion as to the legal 
position. By S. 137 (3) of the Law of Property Act, 1925, “ a notice otherwise 
than in writing given to or received by a trustee after the commencement of 
this Act as respects any dealing with an equitable interest in real or personal 
property, shall not affect the priority of competing claims of purchasers in 
that equitable interest.’’ It might be suggested that mere presentation of 
the assignment itself is constructive, as distinct from written, notice from the 
assignees. There are two refutations of this contention. First, notice (the 





+ Tolhurst v. Assoc. Portland Cement Manufacturers, 1901 2 K.B. 811 (Reversed on other 
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order) deciding the duty of the debtor to pay the assignee may emanate from 
the creditor (the customer) as well as from the assignee. This was made 
abundantly clear in the judgments of Mackinnon, L. J., and Goddard, L. J., 
in Talcott Ltd. v. Lewis & Co. Ltd. (1940 3 AE.R. 592). Secondly, although 
in some text books the matter is treated loosely, it appears clear from the Act 
that the operation of the section is limited to funds in the hands of a trustee? 
and that notice, sufficient to establish the duty of the debtor not to pay, 
either to the original creditor or some assignee of whom he has later notice, 
need not be in writing. 

The practical importance of these implications of the conditional order 
lies in the duty to the holder placed upon the bank. For instance, during 
prolonged negotiations which may take place between the customer and the 
payee of such an order that has been countermanded by the customer, the 
bank must reserve the amount of the order, which may be considerable, to 
the inconvenience of the customer. Furthermore, although the claim of the 
payee against the customer may be slender and ill-founded, the payee will 
not be very ready to withdraw the notice. 








} Leake on “ Contracts,’’ IX Edn., p. 914, confirms this. A/so contrast the wording of 
Section 136 (1) ‘“‘ notice . . . given to the debtor, trustee or other person from whom the assignor 
would have been entitled to claim.’’ See also S. 137 (10). 


Eighteenth Century Banking ; Some 


Legal Side-Lights 
By J. K. Horsefield 


OR the connoisseur in banking history, the early Law Reports provide 
f: happy hunting ground. He finds there illustrated in black and white 

all the principles and practice of banking—and also much conspicuous 
lack both of principles and of practice. For his purpose, the 18th century 
Reports are perhaps the best, for the new profession was then getting on to 
its feet, but had not reached that level of respectability which renders more 
recent cases comparatively dull. 

Amongst the questions which most vexed the Courts in that century was 
for how long an average man might reasonably retain a banker’s note before 
he cashed it. The disrepute into which notes fell is clear from the fact that 
the time allowed never exceeded half a week and in certain years fell below 
24 hours. In 1706, the Court hopefully remarked that “it is usual to have 
three days as a convenient time . . .; and if the banker break in that time, 
it will be no payment.”’ By 1722, a plaintiff who received a note on Saturday 
afternoon and did not present it to be cashed until Tuesday morning lost 
his case because he had waited too long. By 1742, the time had shrunk 
still further, and the East India Company, given a note at II.30 a.m. on 
January 18, which they presented for payment shortly after 2.0 p.m. next 
day, the banker having meanwhile failed, were unsuccessful in claiming to 
recover from the person who had given it them. ‘“‘ Upon examining merchants, 
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it was held that the company had made it their own, by not sending it out 
the afternoon of the 18th, or at furthest the next morning.’”’ It was obviously 
not only the Judges who mistrusted bank paper, for some such period as a 
day seems to have long remained the conventional time allowed, and by 

1782, juries were capable of holding that in certain cases payment of a banker's 
draft must be demanded within an hour. How the temper of juries fluctuated 
with the trade cycle is well illustrated in the case in which this remark was 
made—itself heard in 1786—for Lord Mansfield went on to protest that the 
jury were by then seeking to extend the time unnecessarily. 

Subject to such qualifications as are necessary in interpreting reports 
in which “‘ note,” “ bill,” ‘‘ check’’ and “‘ draft ’’ were treated as inter- 
changeable, it seems that quite early in the century bankers began to provide 
for their customers many of the facilities which we now take for granted. 
The South Sea Bubble found them in “ Confusion and Hurry,” hastily buying 
stock for clients. Acceptance business was soon established, and foreign 
exchange was dealt in as a matter of course (and of considerable profit). 
Other banks’ notes and bills of exchange were received by bankers for encash- 
ment, and there are graphic pictures of banks’ ‘‘ runners ” making their way 
round the town with sheaves of bills and notes to collect. In a case in 1724, 
a goldsmith-banker successfully defended an action brought by an irate client 
for whom he had missed cashing a note on Cox and Cleave, in Cornhill, before 
they failed in the South Seasmash. He pleaded that it was customary amongst 
goldsmiths for a servant to go a regular round each day to collect the money 
due on notes or bills received, and afterwards to settle up with the cashier. 
Furthermore, no goldsmith paid out any money after 5 p.m. On the material 
Saturday his servant had been so engaged in the Charing Cross area until 
4.30, and was booking up until 5 o’clock. He was, therefore, unable to 
present the note on Cox and Cleave. These commercial idiosyncracies were 
apparently accepted by the Court as reasonable, and the goldsmith won 
the case. ; 

Such comparatively early closing was, however, by no means the rule. 
In 1791, while there was no unanimity (‘as to what banking hours were, 
no certainty appeared ; they were different in different parts of the town”), 
some banks certainly worked later. One bank clerk was said to have noted 
an unpaid bill at 6 p.m., while a colleague made a final effort to obtain payment 
an hour or two later still. At the- beginning of the day, work started early. 
In one case, indeed, a bank had opened and stopped payment before g a.m. 

Mention of the Bank of England in the civil Courts seems to have been 
rare, and its appearances there even fewer. Innumerable forgery cases, 
however, kept its employees busy. Two forgers convicted in 1695 appeared 
in the King’s Bench Court to complain of the Sheriff of London that he 
“oppressed them in Newgate where they were detained until they paid the 
fine.’’ As forgery was not then a capital offence, they had escaped with a 
sojourn in the pillory and the fine, but their petition was not heard, because 
persons convicted of such offences contrary to “ the faith, credit and trust 
of mankind ”’ cannot be witnesses in any cause—not even their own. 

In 1717, two cases came up to King’s Bench where bank notes had been 
altered. In one case, an endorsement of the part payment of the note, as 
was then a common practice, was “‘ with a certain liquor to the Jury unknown 
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(which later proved to be lemon juice) totally expunged and deleted.”” In 
the other, a bank note for {220 written out in the usual form was altered 
by an enterprising holder to £520. Both these ingenious felons were invited 
to transport themselves to Minorca, which appears to have been the scene 
of an early attempt to colonise the Empire with convicts. 

The Bank itself tried vainly in 1698 to persuade the Courts to enable it 
to recover on a valueless bearer bill, which it had trustingly discounted ; 
and in 1781 appeared to defend its actions in discounting another bill despite 
a restrictive endorsement. These, however, were mere incidents in the 
even tenor of its way. The reader is left wondering how many similar errors 
never saw the light in the Courts and, on the other hand, how many of the 
Bank’s ill-fated contemporaries would equally have survived had they been 
able to acquire a modicum of the prestige which the Bank of England gathered 
about its notes—even at times when all others were rejected with no less haste 
and fear than attached to German marks in 1923. 

It was, of course, as these excerpts show, only the underside of the pattern 
of commerce which was seen in the Courts—the exceptions which proved 
the rule that banking was settling down to a respectable career. Such 
haphazard opportunities as the Judges enjoyed, to shape the development of 
practices they so little understood, could promise no uniform success in 
easing the City’s growing pains. But the new-fangled commercial ideas 
which filled Lord Hale with contemptuous mistrust steadily won their way, 
and by the end of the century Lord Mansfield and Lord Kenyon were making 
sincere, if slightly bewildered, attempts to do mercantile justice, though 
the heavens of precedent fell. Through this turmoil we catch glimpses of 
the goldsmiths steadily changing into the prototypes of the bankers of modern 
times. 


International Banking 


France 

EGOTIATIONS have been in progress for some time between this 
N oountry and France about the cession of part of the French gold reserve 
—which has just been unfrozen in the United States—to Great Britain, 
on the basis of an agreement, concluded at the beginning of the war, by virtue 
of which France is to assume a fair proportion of the burden of the external 
financing of the war. The British case is that, while this country has spent 
most of its gold and foreign exchange resources and has incurred in addition 
vast external liabilities, the French gold reserve has remained almost intact 
as a result of the American freezing arrangements, which prevented the Vichy 
Government from using it up or surrendering it to Germany. It was in 
connection with this matter that the Chancellor of the Exchequer paid a visit 
to Paris at the end of last year, and the French Minister of Finance and the 

Governor of the Bank of France paid a visit to London. 
British banks have not been affected by the recent French order calling 
for disclosure of assets abroad, since French accounts can only be released 
by order of the Trading with the Enemy Department, and the question of 
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disclosure to the French authorities does not therefore arise. 

It is expected that before long the Bank of France will withdraw the 
existing note issue and replace it by new notes which have been printed in 
London. This operation has been made necessary by the fact that, prior 
to their withdrawal, the Germans have gained possession of very large quantities 
of Bank of France notes which are liable to be dumped on the country in an 
attempt to cause confusion. As far as is known, the French Government 
does not contemplate following the Belgian example by blocking part of the 
notes to be surrendered for exchange. 


Belgium 


The demand for gold and foreign currencies in the black market, which 
declined considerably in November, revived again towards the end of December 
as a result of the German offensive. It continued in spite of the success of the 
Allies in checking the offensive, owing to the publication of the Bill for the 
taxation of the appreciation of assets during the German occupation. Com- 
plete uncertainty prevails about the extent to which this measure is liable to 
affect various interests. Nor has the blocking of the notes brought the desired 
results in the form of a fall in commodity prices and the cost of living. The 
disappointing result was partly due to continued shortage of supplies and 
partly to the expenditure of Allied forces in Belgium, as a result of which the 
note circulation has increased materially since the exchange of the notes was 
eftected in October. 


The Middle East 


An understanding has been reached between this country and Egypt 
concerning the allocation of dollars and other hard currencies to Egypt during 
this year. The amount to be allocated has been fixed at £E.10,000,000, 
which is well in excess of the probable proceeds of Egypt’s visible and invisible 
exports. 

The December bulletin of the Federal Reserve Bank of New York records 
that, as is well known, gold and silver have been sold in the East by the United 
Kingdom and United States Governments, either separately or on joint 
account, at prices well in excess of the official American price of $35 an ounce. 
Such sales were made for the purpose of combating inflation in Egypt, Palestine, 
Syria, the Lebanon, Saudi Arabia, Iran, Iraq, India and China. The result 
has been the dehoarding of commodities, and the operations have also helped 
towards covering the requirements in local currencies of the Allied troops. 
The increase in the foreign exchange reserves of these countries has also been 
slowed down by the operations. 

A Turkish delegation paid a visit to London in December, for the purpose 
of negotiating a loan with the object of placing orders for rolling stock and 
other capital equipments. Turkey would prefer to husband her gold and 
foreign exchange reserve by importing capital goods on a credit basis. Other 
Governments of the Middle East have adopted a similar attitude. 
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Appointments and Retirements 


Barclays Bank (D. C. & O.)—His Excellency Dr. Hassan Nachat Pasha 
has accepted an appointment as an advisory local director of the bank in 
Egypt. 

British Linen Bank—Turriff : Mr. James Masterton, teller at the Branch, 
has been appointed agent in succession to the late Mr. George Lyall. Sandyford, 
Glasgow : Mr. L. A. Edwards, agent at Sandyford, Glasgow Branch, retires 
and is succeeded by Mr. Thomas Harold Reid, teller, as agent. 


Lloyds Bank Limited—Head Office, Advance Department: Mr. J. H. 
Partridge, hitherto a controller, to be an assistant chief controller. Mr. J. H. 
Clemens and Mr. C. H. Wigg, hitherto assistant controllers, to be controllers. 
Treasurer's Department : Mr. L. G. Mills to be assistant treasurer. 


Martins Bank Limited—London (Lombard Street) Office—Mr. W. Kelly 
has been appointed an assistant manager of this Office in succession to Mr. 
W. A. Rorke, who has retired after 44 years’ service. Liverpool City Office— 
Mr. E. B. Gillard, from Victoria Street Branch, Liverpool, has been appointed 
chief cashier in succession to Mr. J. Leece, who has retired after 45 years’ 
service. 

Midland Bank—The Right Hon. Lord Harlech, P.C., G.C.M.G., has been 
elected to a seat on the board of the bank and of the trustee company. On 
January 15, a new foreign branch was opened at 1 Stephenson Street, 
Birmingham 2, under the management of Mr. F. R. Austin. 

North of Scotland Bank Limited—Mr. Thomas F. R. Carr, securities 
clerk, Head Office, retires after long and valued service. In succession, Mr. 
John J. Gordon, inspector of branches, has been appointed manager, Securities 
Department. 





Publications 

U.S. Tariff Reductions and British—American Trade, by Paul Bareau 
(American Chamber of Commerce). An examination of trade statistics leads 
to the conclusion that, even if U.S. tariff concessions were to treble the 1938 
volume of United Kingdom exports to the United States, this still would not 
balance the payments between the two countries, on the basis of direct trade. 
“To balance the British payments with the United States, unilateral trade 
must come to the rescue. The United States must buy more tea and jute 
from India, more rubber and tin from Malaya, more diamonds from South 
and West Africa. And Britain must, in turn, export to those countries and 
acquire from them the dollars they earn in their trade with the United States. 
Above all, a solution . . . lies in the maintenance of a prosperous America.” 
Economica, November, 1944. In a careful review of ‘‘ The Agreements 
of Bretton Woods,” Dr. E. H. Stern points out, inter alia, that there is “ no 
foundation for either criticizing or praising the Agreements because of their 
alleged re-introduction of the gold standard. They do not re-introduce it.” 
The author’s general conclusion is that the Agreements “ constitute a step 
forward in the right direction, but too short and timid a step to reach the 
goals set before the nations and enumerated in Articles I of both Fund and 
Bank. Further steps will be needed in the very near future.”’ 
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WESTMINSTER BANK LIMITED 


BALANCE SHEET 


LIABILITIES 
Capital: 


Authorized: 7,500,000 Shares of £4 each 
3,000,000 Shares of £1 each 
Issued: 
7,070,990 Shares of £4 each, £1 paid. ‘ P ° ° ° 7,070,990 
2,249,167 Shares of £1 each, fully paid, ommend into —. ° ‘ 2,249,167 
9,320,157 


Reserve. , , ‘ ° . 9,320,157 


Current, Deposit ona ae Accounts, including eae for 
Contingencies . é £587,685,288 


Balances in account with Subsidiary Guan . 11,229,845 
598,915,133 


Notes in circulation in the Isie of Man ; 18,998 
Acceptances, Endorsements, and other See on account of Cann é 15,191,860 
Profit and Loss Balance, as annexed . ° ‘ ‘ ° ‘ ‘ ‘ 923,766 


BECKETT) CHARLES LIDBURY, Chtef General Manager 


N, HOGG Directors 
HAM } C. GREGORY, Chief Accountant 


PROFIT AND 


A 
lo Intenm Dividend ot ¥ per cent (/ess Income Tax) on the £4 Shares paid in August last 318,195 


, Interim Dividend of 6} per cent (/ess Income Tax) on the Stock paid in August last. 70,286 
300,000 


300,000 


, Benk Premises Reinstatement and Rebuilding Account 


, Officers’ Pension Fund 
, Further Dividend of 9 per cent (/ess Income ‘l'ax) making 18 per 
cent for the year on the £4 Shares (£1 paid up ‘ P £318,195 


. Further Dividend of 6} per cent (/ess Income Tax ins _ 
per cent for the year on the Stock. ; ‘ 70,286 


, Balance carried forward : F ‘ . . , 535,285 
_—_— 923,766 


£1,912, 247 





AUDITORS’ REPORT TO THE MEMBERS OF WESTMINSTER BANK LTD 
We have exemined the abovs Balance Sheet and compared it with the Books at Lothbury, Lombard Street, 
and Threadnecdle Street. and with the Certified Returns received from the Branches. We have verified the 
Cash in hand and Bills Discounted at Lothbury, Lombard Street, and Threadneedle Street, and the Cash at 
ine Bank of England. We have also verifie.i the Securities held against Money at Call and Short Notice, 
‘Treasury Deposit Receipts, and the Investments of the Bank. We have obtained all the information and 
explanations we have required, and in our opinion the Balance Sheet is properly drawn up so as to exhibit 
a trve and correct view of the state of the Bank’s affairs, according to the best of our information and the 


explanations given to us, and as shown by the Books of the Bank. 
UAND, YOUNGS, McAULIFFE & CO. ) 
, CHATTERIS & CO. Chartered 
PRICE, WATERHOUSE & CO | Accountant: 





STEAD, TAYLOR & STEAD 
London, \Tth January 1945. 
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WESTMINSTER BANK LIMITED 








3lst December 1944 








ASSETS | 
4 | 
Coin, Bank Notes, and Balances with the Bank of England . i 64,050,972 | 
Balances with, and Coegem in course ae “Suites ~ other Banks in Qun Britain 
and Ireland : ° ‘ ; és 25,454,327 | 
Money at call and pom notice . . ‘ . ‘ ‘ ° 23,400,112 
Bills Discounted . ‘ : ‘ ‘ ° ‘ ‘ ° 15,322,229 | 
Treasury Deposit Receipts . < . . “ é ° ° 212,000,000 
Investments at, or below, Market Value: £ 
Securities of, or guaranteed by, the British Government 
(of which £1,412,805 nominal is lodged for Public 
Accounts and for the Note Issue in the Isle of Man) ‘ 167,149,624 
Dominion Government and British Corporation Securities 
and other Investments (There is a contingent liability for 
uncalled Capital in respect of a portion of these Investments) 1,633,577 
—_———- 168,783,201 i 
Advances to Customers and other Accounts . : 101,429,020 j 
Balances in Account with Subsidiary Companies , . 259,629 
—— 101,688,649 
Liability of Customers for comune, Satememeem, ant other Sngnpemene, as 
per contra . 15,191,860 
Shares in Subsidiary Companies (at cost, lose emounts ‘written off ): 
Westminster Foreign Bank Limited: £ 
8,000 £20 Shares, fully paid ) 
92,000 £20 Shares, £10 paid | + OS ae 1,080,000 
Ulster Bank Limited: 
200,000 £15 Shares, £5 paid. . ‘ ‘ ‘ . 1,912,500 
2,992,500 
Bank and other Premises (at cost, /ess amounts written off) . P ‘ . ; 4,806,221 


£633 ,690,071 











LOSS ACCOUNT Cr. 











£ 
By Balance brought forward from 31st December, 1943 ‘ P 545,340 
, Profit for the year, after providing for Rebate and Taxation, and after eupeapciations to 
the credit of Contingency Lp out of which accounts full provision ~ 
and Doubtful Debts has been made ‘ ° e e ‘ ° 1,366,907 
£1,912,247 | 
— } 
i 





STATEMENT PURSUANT TO THE COMPANIES ACT 1929 


Directors’ Remuneration, including Income Tax, and Fees paid to them by Subsidiary Companies, amount: d 
to £32,125. Such of the aggregate profits of the Subsidiary Companies for the year as have been 
declared in dividends are included in the Profit and Loss account above. The undivided balances of the profits 
of the Subsidiary Companies have been carried forward in the accounts of those Companies. The Audit ors 
eport on Westminster Foreign Bank Limited contains the following qualification: ‘No information is availble 
in respe ct of the accounts of the Branches.’ Consequently the Balance Sheet of that Company does not 
n a complete summary of its Assets and Liabilities as at 30th: September, 1944. 


co 


R. E. BECKETT ) CHARLES LIDBURY, Chief General Manage 
M. N. HOGG + Director 
ALDENHAM } C. GREGORY, Chief Accountant 


London, 17th January 1945 
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BARCLAYS BANK 


READINESS TO MEET PEACETIME 


NEEDS 
VITAL IMPORTANCE OF EXPORT TRADE 


FISHER ON CAPITAL FOR 
INDUSTRY 


MR. EDWIN 


HE fiftieth ordinary general meeting 
of Barclays Bank Limited was held on 
. January 24, at the Head Office, 54, 

Lombard Street, London, E.C. 


The following is the statement by the 
Chairman, Mr. Edwin Fisher, circulated with 
the report and accounts : 


We record with sorrow the death, in March 
last, of Sir Follett Holt, K.B.E., a valued 
member of our board. The death of Lord 
Essendon in June was a severe loss to us. 
Outstanding in his generation, his undoubted 
ability and industry raised him to a position 
of great prominence in the world of shipping, 
and to the service of his country he brought all 
the authority of his unique experience. 

Mr. Hugh Exton Seebohm, lately a vice- 
chairman, has been elected a deputy chairman 
of the board, and Lieutenant-Colonel Lord 
Dudley Gladstone Gordon, D.S.O., and Mr. 
Ernest Henry Murrant, M.B.E., have been 
appointed directors. We welcome both as 
members of the board. Mr. Murrant is no 
stranger to us, for he worked many years in 
close association with Lord Essendon and suc- 
ceeded him as chairman of Furness, Withy and 
Company, Limited. Mr. Norman Shillingford 
Jones, who has been a general manager since 
1931, retired at the end of 1944 after over 44 
years in the bank. We are grateful for the 
exceptional quality of his service, and we wish 
that he may long enjoy the retirement he has 
earned so well. 

STAFF ON SERVICE 

We deeply regret that there has been further 
loss of life amongst members of the staff on 
service, and that the renewed attack upon 
London and southern England caused casual- 
ties, two of them fatal, amongst those at home 
In all, 91 have lost their lives since our last 
report was issued, making a total of 343 since 
the war began. At the present time 34 are 
reported missing and 210 are known to be 
prisoners of war. 


rhe spirit of service on the part of the staff, 
which has been a source of so much pride to 
us, was well exemplified recently by members 
from provincial branches who came _ volun- 
tarily to give help in our offices in London 


during the period of attack by flying bombs. 
A proposal to place on record an expression 
of our gratitude to the staff will be made at 
the meeting. 

With the end of the war drawing appreciably 
nearer, we have been preparing for the re- 
absorption into the bank of members of the 
staff now away on service. It was felt that 
special measures would be needed to smooth 
their path back to a way of life made strange 
by long absence, and so we are designing 
courses of instruction which should help them 
to restore the broken threads of their inter- 
rupted careers. These special courses are only 
part of a wider scheme which we hope to 
develop so as to provide a better training in 
bank work and ensure for the future such a 
body of men as will uphold the efficiency and 
dignity of the profession of banking. 


RECORD FIGURES 


At the close of 1944 our current, deposit, 
and other accounts stood at the record high 
level of £917,775,500, against {822,499,871 at 
the end of the previous year. Our cash in 
hand and with the Bank of England, balances 
with other British banks and cheques in course 
of collection, money at call and short notice, 
bills discounted, and Treasury deposit re- 
ceipts reached a total at the end of last year 
of £554,400,650, or 60.4 per cent. of our 
current, deposit, and other accounts. Treasury 
deposit receipts are {77,000,000 higher than 
at the end of 1943, and our holdings of 
Treasury bills and money at call and short 
notice are also somewhat larger. 


Our bill portfolio is so spread that a propor- 
tion matures each day, while by far the greater 
part of our holding falls due every month 
Substantial amounts of Treasury deposit re- 
ceipts mature almost daily, so that on most 
days we have several million pounds cash 
accruing to us from these two sources. In 
addition, a large part of our money at call 
and short notice is callable each day and is, 
therefore, available if necessary to augment 
our cash resources. Thus our holding of cash 
is continually freshened and powerfully re- 
inforced. 


The rise in our investments, excluding those 
in subsidiary banks, from /£216,391,769 to 
£217,340,642, is much smaller than in any 
year since 1939, but our advances have de- 
clined further to £158,998,247 on December 31 
last, compared with £160,976,408 at the close 
of 1943. 


PROFIT AND ALLOCATIONS 

The net profit of the bank for the year ended 
December 31 last, after payment of all charges 
and after making provision for all bad and 
doubtful debts and for contingencies, amounted 
to {1,673,351 11s. 3d., which compares with 
the figure of £1,584,113 11s 5d. for 1943. 
As will be seen from the report, the directors 


have allocated from the profit £250,000 ‘to 
contingency account, 4250,000 to premise s 
reserve account (for deferred repairs an ] 
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reinstatement) and {64,767 to the staff widows’ 
fund, towards annuities for war widows. 
Interim dividends at the same rates as in 
1943 were paid on August 8 last. The directors 
now recommend the payment of final dividends 
of 5 per cent., making 1o per cent. for the 


year, on the “A” stock, and 7 per cent., 
making 14 per cent. for the year, on the 
‘B” stock and ‘‘C”’ stock, less income tax 


in each case. 


Both Barclays Bank (Dominion, Colonial 
and Overseas) and Barclays Bank (Canada) 
showed good results in their latest reports. 
These banks, linking the Mother Country with 
many of the other parts of the British Common- 
wealth and Empire, place our own bank in 
a specially favourable position to help inter- 
national trade. With the liberation of France 
we look forward to a revival of the business of 
Barclays Bank (France) Limited. 


POST-WAR PLANNING 


Month by month during the past year the 
gathering crescendo of military success, bring- 
ing with it rising hopes that our enemies in 
Europe would be well on the way to defeat in 
the not distant future, imparted a growing 
sense of urgency to the preparation of plans 
for meeting the post-war situation. The fluid 
and general discussions upon our many-sided 
problems, on which I ventured a few remarks 
a year ago, have very largely settled in the 
form of official statements of Government 
intentions and to some extent have crystallized 
in actual legislation. : 


Within the limitations imposed by the 
circumstances, a great deal of thought has also 
been given by individuals and by organizations 
to their own particular position. We ourselves 
have been much preoccupied with measures for 


‘achieving a state of readiness to meet the 


future in such a way that the bank shall not 
be found wanting in any respect in the fulfil- 
ment of its appointed task. Our own problems 
are naturally somewhat different from those of 
productive industry, but we also must always 
be able to adapt ourselves rapidly so that we 
may have ready the kind of services that are 
wanted and our organization adjusted to bring 
them into play. 
ASSISTANCE 


FOR INDUSTRY 


The need for the small business undertaking 
to raise medium- or long-term capital, at times 
a matter of some difficulty before the war, 
seems likely to be more widely felt with the 
return of peace, and there is little doubt that 
the national interest will call for a somewhat 
broader conception of the place of banking in 
relation to this need, as well as to the parallel 
needs of larger concerns. I may say quite 
categorically that the intention of our own 
bank is what it has always been in the face of 
change—namely, to match new wants with new 
and appropriate services. 


_ I would emphasize that our system of local 
head offices, supervized and controlled by 
local directors, with district managers and 
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managers, all having intimate local experience 
and with discretionary powers to deal with 
every kind of application or commercial propo- 
sition, is well adapted to meet this need. In 
the post-war period the wants of small traders 
will call for careful consideration, for we 
recognize how necessary it is to help ther to 
re-establish themselves on sound lines. 


After the war, no pains can be spared by 
the people of this country in their efforts to 
increase the national output of goods and 
services. Moreover, it is imperative that the 
change-over of industry from a war to a peace 
footing, presenting admittedly difficult pro- 
blems, should take place rapidly, so that men, 
materials, and modern machinery may be 
employed early in producing the goods and 
providing the services on which our hopes for 
the future must be based. Our desperate and 
protracted struggle has obliged us to use up 
our resources on a grand scale, quite properly 
regardless of the future and without counting 
the cost, and we shall set out upon our journey 
burdened by a heavy load of indebtedness to 
countries overseas on account of large pur- 
chases for which we have been unable to pay 
by means of exports. We also seek a higher 
standard of social security and welfare than 
ever before. 


IMPORTANCE OF EXPORT TRADE 


In the light of these considerations, our 
export trade, which has dwindled of necessity 
under the constricting influence of war, takes 
on a new and special significance. Our greater 
dependence upon current effort gives it a high 
place in the list of priorities, and so we must 
be ready to produce those goods and services 
of which other countries stand in need, and be 
able to provide them at competitive prices, 
for ultimately it is only thus that we can buy 
what we need and must have from abroad. The 
problem, both domestic and international is, 
and will remain for some time, how to produce 
enough to satisfy the most urgent and crying 
need, but in the process of meeting this, 
markets will be built up and connexions re- 
established. Therefore it is especially im- 
portant to develop our export trade along 
sound lines, and with speed, vigour, and 
imagination. We may be sure that competi- 
tion will develop strongly. 


The enormous industrial resources and 
capacity of the United States, for instance, 
must find an outlet in markets abroad and, 
inasmuch as larger sales of American products 
bring in their train increased purchases, so will 
that country move towards fulfilling the obliga- 
tions which rightly attach to a large creditor 
nation with all the responsibilities which that 
position entails. But, in order that we, in this 
country, may participate to the fullest extent 
possible, the degree of efficiency and adapt- 
ability required in competition is such as will 
call for high endeavour from us all and the 
avoidance of any unnecessary restraint upon 
the production of goods and services. With 
this very much in mind, we must not forget 
the handicap imposed on industry by 
abnormally high taxation. 
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DISTRICT BANK 
LIMITED 


POST-WAR TRADE EXPANSION 


COTTON POSITION 


SIR R. NOTON BARCLAY ON 
URGENCY OF EXPORTS 


HE One Hundred and Fifteenth Annual 

General Meeting of the District Bank 

Limited was held on January 30 at the 
head office, Spring Gardens, Manchester. 


Ihe following is the statement by Sir R. 
Noton Barclay, the Chairman, circulated with 
the report and accounts 


It is with great regret that I have to record 
the death of our highly esteemed colleague, 
Sir Christopher T. Needham, who preceded me 
as chairman and held that office for 14 years. 
Within the last few months we have had 
pleasure in electing Mr. T. Harry Hewlett and 
Sir Frank Platt to the board ; their ability and 
experience will be most valuable to us. 


BALANCE-SHEET ITEMS 


Trading conditions in 1944 have been very 
similar to those of the previous year. Following 
war-time trends, our deposits at /£169,736,000 
show an increase of {11,000,000 on the year. 
Turning to the other side of the balance-sheet, 
it will be observed that the major portion of 
the increase in deposits has been lent to the 
Government in the form of Treasury deposit 
receipts which show an increase of £8,000,000. 


Advances, which are well spread, have 
touched a new low level and a material increase 
is hardly likely until there is some relaxation 
of controls and industry changes over to peace- 
time production. As this occurs, our lending 
policy will be shaped towards the rebuilding of 
our home and overseas trade, ensuring that 
ample provision is available for both large and 
small borrowers 


LARGER NET PROFI1 


Net profit for the year records an increase 
of £14,482 as compared with 1943. With the 
balance brought forward we have £781,516 
available, and from this dividends, being un 
changed, absorb an amount similar to that of 
last year. Other allocations are £100,000 to 
pensions and annuities fund and {60,000 to 
bank property account, leaving us in a position 
to carry forward £361,844 to the next account. 


Before turning from my review of the bank’s 
position | might mention that the facilities 
provided by our trustee department at 57, King 
Street, Manchester, and at its branches in 


London, Liverpool, Lancaster, and Hanley are 


being utilised by an ever-increasing number of 
people who perceive the advantages of ap- 
pointing a corporate body as trustee or 
executor. P 


LOYAL SERVICE OF THE STAFF 


In the present phase of the war we can justi- 
fiably rejoice in great achievements, but 
unfortunately the cumulative cost in human 
lives grows with the approach of final victory, 
and it is with deep regret that I now have to 
report that more members of the staff have lost 
their lives, are missing, or are prisoners of war. 
We mourn the loss of the fallen and extend our 
deepest sympathy to all bereaved relatives and 
to those suffering anxiety for their loved ones. 
While we are proud of those who have been 
decorated and mentioned in dispatches for 
bravery and daring, we also pay tribute to the 
many others who serve the nation faithfully and 
valiantly. 

With the time approaching when we may 
look forward to some measure of demobiliza- 
tion, much careful thought is being devoted to 
the absorption of the permanent staff into their 
post-war duties. Arrangements are being made 
for suitable courses—both theoretical and 
practical—so that those returning may, within 
the minimum of time, take their places with 
full seniority. 


The suspension of fireguard duties in the 
provinces has afforded some welcome measure 
of relief to the staff. Unfortunately this does 
not apply to the staff in the Metropolis, 
although their burden has been eased, and I 
take this opportunity of expressing our appreci- 
ation of their unfailing devotion and endurance 
in performing not only their Civil Defence 
duties but also their daily work at the bank 
under conditions known to you all. Great 
credit is indeed due to all our staff and to those 
pensioners who have returned to help us, and 
| thank them for their excellent achievement 


INDUSTRIAL RECOVERY 


Once again the exigencies of war-time paper 
control permit only a restricted review of trade 
and finance. Briefly, however, I would first 
refer to the cotton trade and the U.S. Mission 
Report, which has recently thrown an intense 
spotlight on this industry. Not that there is 
much in that report which was not already 
common knowledge within the industry itseif 


Output per man-hour, important as this may 
be, is however only one of the factors calling 
for consideration, although indeed an essential 
factor for what is termed the bulk trade if this 
is to be conducted with success in the coming 
days: Nevertheless, if the recent controversy 
arising out of this report has done nothing else, 
it has underlined the importance not only ol 
economic production but also of distribution 
as an essential counterpart in the framework of 
overseas trade with its demand for vast variety 
in quality, design, and colour. 


As is natural, producers and distributors are 
prone to discuss their problems separately, 
having regard to their own particular functions. 








or 


» 
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a 


———— 


However, the time now seems to have arrived 
for joint discussion by representatives of both 
sides in order that the industry shall be in a 
position to maintain its rightful place in post- 
war expansion of overseas trade. 


PEACE-TIME EXPORT DEMANDS 


Recent discussions in Parliament indicate 
widespread anxiety for great efforts to be made 
without delay to ensure conditions favourable 
to exports and to provide for the necessary 
speedy re-equipment of industry to meet post- 
war demand, so that the unpreparedness for 
peace-time conditions manifested in 1918 shall 
not be repeated. That the Government is fully 
alive to this is encouraging, but something 
definite must be built into the structure which 
was lacking after the last war if success is to 
be attained, and in these circumstances it seems 
inevitable that a continuance of what the 
Prime Minister termed “‘ severely practical ”’ 
controls will be required during the transition 
period. 


In agriculture the endeavours to establish a 
stable and prosperous peace-time existence will 
be watched sympathetically by a nation 
grateful for marvels performed during the war. 
The’ continuance over the next four years of 
the Government's policy of guaranteed prices 
and markets will provide a means of assistance 
during the reorganization period which will be 
of value to the industry. Such reorganization 
may mean the pruning of branches of agri- 
culture economically overgrown through war- 
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time demands, but that is a small price to pay 
if it leaves strength and vitality for expansion 
along lines beneficial to both the farmer and 
the community. A healthy agricultural 
industry is as necessary to the country in peace 
as in war, and it is hoped that it will be estab- 
lished on a sound basis. 


A NATIONAL ASSET OF GREAT VALUE 


One cannot but be impressed by the Govern- 
ment’s recent White Papers dealing with such 
questions as social insurance, health services, 
and employment, indicating as they do a deter- 
mination to provide a better standard of life 
for the community. Such projects rightly aim 
high, for improved health and happiness will 
in themselves provide national assets of the 
greatest value. On the other hand it is a sound 
maxim that plans for the distribution of the 
fruit should not anticipate too far ahead the 
gathering of the harvest, and we should there- 
fore guard against charges upon the nation out- 
running the increase in our national income. 


Nor, particularly under present circum- 
stances, must we allow undue taxation or an 
inequitable balance between wages and prices 
to interfere with industrial development and 
the recovery of our position, especially in over- 
seas markets. So largely is our future bound 
up with foreign trade that it is indeed reassuring 
to note the Bretton Woods monetary proposals 
indicate progress towards a new commercial 
era and to the fulfilment of hopes engendered 
by the Atlantic Charter. 
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LLOYDS BANK 
LIMITED 


POSITION OF EXTREME LIQUIDITY 


ASSISTANCE FOR EXPORTERS 


LORD WARDINGTON'’S STATEMENT 


HE Annual General Meeting of Lloyds 

| Bank Limited will be held on February 2 

at the head office, 71 Lombard Street, 
London 


The following is the statement by the 
Chairman, the Rt. Hon. Lord Wardington, 
circulated with the report and accounts 


My lords, ladies and gentlemen,—-Owing to 
the restrictions on pape r, | must confine my 
remarks principally to matters of domestic 
interest, and, apart from the actual figures of 
the balance sheet and profit and loss account, 
these concern the changes on our board and 
general management. 


Mr. R. H. Brand last year accepted the 
appointment of Representative of his Majesty’s 
Treasury at Washington, and this necessitated 
his resignation from our board. We realize the 
value of the work which he is doing, and 
cannot therefore complain of our temporary 
deprivation of his advice and help. Mr. R. A 
Wilson, who has been a general manager since 
1929 and joint chief general manager since 
1939, retired from the latter position at the 
end of last year, and this gave his colleagues 
on the board the satisfaction of electing him 
as a vice-chairman of the bank. In this 
capacity the board will have a still closer call 
on his help, and I am sure that the recognition 
of his abilities and character will give much 
pleasure to his colleagues and among the 
general management 


It is a matter of satisfaction to the board 
that Mr. Sydney Parkes will continue as the 
chief general manager this coming vear, with 
the help of Mr. E. Whitley-Jones and Mr. 
A. H. Ensor, now promoted to the position of 
deputy chief and general managers. Mr. F.S 
Cheadle and Mr. W. B. Mayles have been 
appointed joint general managers. Mr. S. P. 
Cherrington, who has been a joint general 
manager since 1029, has now retired, but | am 
glad to say we shall still have the advantage of 
his valuable services as a member of the 
Birmingham Committee 


BALANCE-SHEET FIGURES 


To turn to the figures of our profit and loss 
account and balance-sheet. Our profit at 


£1,655,000 is £140,000 more than last year, 
and must, I think, be regarded as eminently 
satisfactory. It is the natural outcome of our 
increased figures. The total of our current, 
deposit, and other accounts is the highest in 
the history of the bank, and is {91,000,000 
more than it was last year. It finds its 
counterpart in the rise in our Treasury Deposit 
Receipts. Practically the whole of our increase 
in deposits has been lent to the Government 
in the form of Treasury Deposit Receipts. 
These, as members know, give a gross return 
of 1} per cent., and, as a large part of our 
increase in deposits is interest-bearing, the 
advantage from a profit-earning point of view 
is not great. It must also be remembered that 
our expenses have risen during the year. 


The other changes in our balance-sheet 
figures are not of great importance with the 
exception of our holding in Treasury Bills, 
which is {6,000,000 down. Our cash is 

naturally up, and stands at 11.4 per cent. to 
our deposit liabilities. Investments are 
£12,000,000 less than they were last year, and 
loans and advances are also £8,000,000 less, 
and bear the lowest percentage to our deposits 
which we have ever seen, the figure being only 
12.7 per cent. 

HOLDING OF DEPOSIT RECEIPTS 

The outstanding feature of the balance-sheet 
is the large proportion of our assets invested 
in Treasury Deposit Receipts. This repre- 
sents over 38.4 per cent. of the deposits. It 
forms much the largest item in our assets, 
while loans and advances, which used to have 
pride of place in this respect, are now a very 
poor third. The question naturally arises as 
to what will happen when, after the war, the 
expected demand for loans to assist in the 
conversion of industry from a war-time basis 
to one of peace takes place. 

Treasury Deposit Receipts have a currency 
of six months, and from a banking point of 
view are an ideal investment, as every week 
considerable amounts mature; but if at the 
same time the Treasury make corresponding 
demands for renewals, no fresh cash from that 
source will be available for lending to industry. 
It is true that, if necessary, they are discount- 
able at the Bank of England, but to lend to 
the Government at 1} per cent. and borrow at 
2 per cent. can hardly be considered an 
economical — proposition. An alternative 
method would be to realize investments, and a 
large proportion of these are short-term bonds, 
but they do not mature with the same 
regularity as Treasury Deposit Receipts, and 
it would not be desirable for all banks to be 
realizing investments at the same time. 


LOANS FOR INDUSTRY 


At present we are in a most unusual position 
of extreme liquidity, our liquid assets being 
no less than 61.3 per cent. You will remember 
that last year I stated that we should in con- 
sequence be in a position to lend money to 
industry in considerable volume and to be more 
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- eral in our qualifying conditions as to repay- 
“nt, without, however, departing from sound 
honking principles. This was interpreted in 
some quarters as indicating an intention on 
the part of the bank of following the Con- 
tit 
t 


,ental practice of investing in industry, even 
» the extent of obtaining a controlling interest 


of share capital. 


This, of course, is the last thing I had in 
mind, and I merely meant to emphasize our 
liquid position and to show our willingness 
and ability to assist in the financial arrange- 
ments necessary for a return to peacetime 
conditions ; but if the Treasury wish us to 
maintain the present proportion of Treasury 
Deposit Receipts, in the years immediately 
following the war, or even to increase them, 
our capacity for meeting the demands of in- 
- istry will be to that extent impaired. But of 

ourse it is always possible for the Govern- 
ees who in these matters have sole control, 
to broaden the credit basis in order that it 
may synchronize with any legitimate ex- 
pansionist programme. 


EXPORT TRADE 

Much thought has been given to post-war 
problems, though definite conclusions are 
rendered difficult by the necessity for not relax- 
ing the wartime effort. One of the most im- 
portant is the prospect of our export trade, 
a matter to which I referred last year. It has 
been the subject of debates in both Houses of 
Parliament, of many speeches and of a still 
greater number of articles. I make no excuse 
for again emphasizing its importance, for it is 
fundamental to the life of this country, and 
our social and economic well-being hinges 
upon the recovery and expansion of the export 
trade. Nearly all our trade, internal and ex- 
ternal, depends on our being able to pay for 
raw materials we do not possess; moreover, 
we also have to import a large proportion of 
our food. To enable us to do this, exports, 
both visible and invisible—and bear in mind 
that the latter have been seriously reduced by 
sale of foreign investments and loss of shipping 

are an absolute necessity, and we must 
recover our power to export, not only to our 
pre-war limits, but on a much extended scale. 


The Government can do much to help, and 
a good deal of preparatory work has already 
been done. The reorganized Department of 
Overseas Trade, under the Foreign Office, 
should be able to tender useful advice, to give 
timely notice of impending contracts and of 
devé ‘lopments likely to provide openings for 
trade. The endeavours of our representatives 
at Bretton Woods to find a substitute for the 
inelastic gold standard is a case in point. So 
far there has been no agreed conclusion on this 
technical and complex subject, but some solu- 
tion must be found to secure those engaged in 
international trade against undue fluctuations 
in monetary values. Something, too, can be 
done by Government in protecting our valu- 
able invisible exports in the shape of overseas 
investments. These are not merely the concern 
f the private investor—the income therefrom 


should assist materially in paying for essential 
imports—and too often such investments have 
not received fair treatment. 


TRIBUTE TO AMERICAN ASSISTANCE 


The prospects of our export trade have been 
recently brightened by the new arrangement in 
regard to le nd-lease. Our gratitude for the 
sympathetic help and encouragement we have 
received from the U.S.A. cannot be ex- 
aggerated or ever forgotten. It is as lively as 
it is enduring, but I sometimes think we are not 
paying them a compliment when we treat them 
as if they were so thin-skinned that they take 
offence at any action on our part which might 
be described as competitive. 


THE BANK’S EXPORTS INDEX 


Lastly we come to the part which the banks 
can play in restoring our export trade. They 
are willing and anxious to give all financial 
assistance in their power, but there are other 
ways in which they can help. This bank, in 
order to assist its exporter customers, has for 
many years maintained records of commodities 
produced by them so that, subject to their 
approval, information may be supplied in 
response to inquiries from overseas through 
our associated banks, agents, and correspon- 
dents. This export index has recently been 
revised, and is serving a useful purpose in 
putting customers who are exporters in touch 
with inquirers. 

A kindred service is provided by the bank 
in gathering from its correspondents ahroad 
information as to the needs of overseas im- 
porters, which would materially aid our ex- 
porter customers in planning for post-war 
trade. In this connexion our associated bank, 
the Bank of London and South America 
Limited, has already produced a valuable 
handbook dealing with trade requirements and 
potentialities in the South American countries, 
and it is hoped that similar information relat- 
ing to other areas will soon be available. 


EXPERT OFFICIALS AVAILABLE 


The bank’s assistance in providing informa- 
tion and guidance on the mechanism of such 
business, on shipping and documentary 
arrangements and on licences and currency 
problems, is available through our well- 
equipped Colonial and Foreign Department, 
expert officials from which can, in special cir- 
cumstances, visit our branches to confer with 
customers who need their advice and guidance. 


In concluding these remarks, I am sure the 
members would like to join with me and the 
board of directors in expressing our highest 
appreciation of the work of the staff during the 
past year, which has brought about such good 
results. We also remember those of our 
number who are serving in the Armed Forces, 
extending our sympathy to the families of those 
who have given their lives for the country and 
to those who have relatives who are prisoners 
of war. 
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MARTINS BANK 


NEW EXPANSION 
EXPORTS KEY TO NATION’S REVIVAL 


MR. F. A. BATES’ REVIEW 


HE 114th annual meeting of Martins Bank 

Limited was held on Tuesday, January 

23, at the head office, Liverpool. 

Mr. Frederic Alan Bates, the chairman, has 
issued the following statement, which has been 
circulated to shareholders along with the report 
and accounts for 1944: 


Itis with deep regret that I have to record 
the death of Mr. R. M. Holland-Martin last 
January. The report makes reference to the 
valuable services he rendered to the bank, and 
the tiauy tuibutes written at the time of his 
death bore witness to the high regard in which 
he was held. The directors mourn the loss of 
a distinguished colleague and loyal friend. [| 
have to announce that Lord Colwyn, with the 
passing years, does not desire re-election to 
the board. His long and outstanding service 
is mentioned in the report, andthe board have 
received the intimation of his forthcoming 
retirement with sincere feelings of regret. He 
has our warmest wishes that he may enjoy a 
leisure richly deserved by his great services 
not only to the bank but to the State. Since 
our last annual meeting, Sir N. F. Warren 
Fisher has been elected to a seat on the board. 
Lord Margesson and Mr. C. J. Holland-Martin, 
son of the late Mr. R. M. Holland-Martin, have 
joined the London board. 


Mr. G. O. Papworth, for the past seventeen 
years chief accountant of the bank, has been 
appointed assistant general manager (adminis- 
tration). 


I again refer to the services of the large 
number of our staff, men and women, now 
engaged in every branch of the Forces or in 
other forms of national duty. They continue 
to distinguish themselves, as shown by the 
many further decorations bestowed for 
gallantry or other meritorious service. I send 
them and their families our sincere congratula- 
tions. To those relatives who have suffered 


bereavement or are in anxiety on account of 
missing men or prisoners of war I extend our 
deepest sympathy. Recently a letter has been 
addressed to every member of the staff on 
national duty, giving assurance of a warm 
welcome upon return to the bank, and indicat- 
ing the plans that are being drawn up to 
facilitate re-entry into its service. From the 
many replies received, this letter has been the 
source of much pleasure and encouragement, 
especially to those who have been away for 
the long period of four or five years. With 
further withdrawals from our staff during the 
year, the strain upon those left with us has 
become more pronounced. This has particular 
effect upon the senior men, who have their 
normal duties increased by the training of 
temporary staff. Great credit is due to them 
for the efficiency with which the affairs of the 
bank continue to be conducted. To the chief 
executive officers and the whole staff, 
permanent and temporary, I therefore tender 
our thanks. Special praise should be given to 
our staff in the south, who have stood at their 
posts in recent particularly trying circum- 
stances, and I include in this commendation 
those in other districts who have voluntecred 
for relief duty at southern branches. 


FUNDS, PROFITS AND RESERVES 

The bank’s balance sheet shows new ex- 
pansion. Total assets exceed £221,300,000, 
customers’ deposits and current account 
balances being now in excess of two hundred 
million pounds at the substantial figure of 
£204,244,000, an increase of {24,100,000 on the 
year, the major part of this having been 
employed in taking up Treasury deposit 
receipts, of which we hold £71,000,000. In- 
vestments have increased by £4,744,000 and 
now stand at 61,000,000. Advances, the 
third largest item on this side of the balance 
sheet, show an increase of approximately 
£1,000,000 as compared with twelve months 
ago, having kept steady at about the present 
figure throughout the year. 


Our holdings of cash, balances with other 
banks, market money, Treasury bills and 
Treasury deposit receipts amounting to 
£117,690,000 or 57.46 per cent. of our public 
liabilities, indicate the continued extreme 
liquidity of the bank. In addition, there are 
our large holdings of British Government short- 
dated securities. 


Net profit for the year is £641,295, an increase 
of £34,595 on the previous year. With the 
balance brought forward, there is available 
for distribution 41,073,638. The two dividends 
of 7} per cent. each, less tax, require £312,003, 
leaving an amount of £761,635, which you will 
observe from the accounts has been allocated 
as follows: {£200,000 has been added to the 
published reserve, bringing that fund up to 
£4,000,000 ; reserve for future contingencies 
again takes £100,000, and reserve for pensions 
£50,000. The balance carried forward is 
£411,635, a decrease of £20,708 on last year, 
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due to the larger amount placed to the pub- 
lished reserve. 


In view of forecasts of possible early termina- 
tion of the war, many national problems of 
great importance are being pressed forward 
for immediate settlement. It may be con- 
sidered inadvisable that all these far-reaching 
schemes should be taken in hand at the same 
time, as to attempt that might endanger their 
success. The general welfare of the country 
is the main essential, and it will tax the states- 
manship of those in authority to proceed in 
due order. It is proper, however, that thought 
should be given to the many perplexities that 
will confront the nation when the war ends, 
so that we may turn towards fresh enterprises 
without delay. 

OUTLOOK FOR OVERSEAS TRADE 

Housing and employment will undoubtedly 
come first, and in considering the latter it must 
not be forgotten that this country’s position, 
and indeed existence in anything comparable 
with our present status, depends upon our 
overseas trade. We shall require large 
quantities of imported goods of many kinds, 
but to pay for these we must export, and it is, 
therefore, our foreign trade that calls for 
experienced and untrammelled consideration 
at the present time. The standards of living 
and employment can best be improved by the 
development of that trade. Other nations will 
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be eager to establish markets, and we shall 
only gain our fair share of world commerce by 
our preparedness and efficiency, and by the 
quality, price and suitability of our goods. 
After the war there will be changed conditions 
requiring a fresh outlook on our part, but if 
we adapt ourselves with the same enterprise 
that built up the commerce and industry of this 
country, under free and fair competition we 
need not fear the future. Traders fully 
appreciate the need for a vigorous policy, and 
it is therefore appropriate that I should 
repeat the assurance in my statement of last 
year of the bank’s readiness to grant accommo- 
dation to its customers. As you will observe, 
our balance sheet is very liquid and the bank 
is in a strong position to undertake such 
finance (the proper employment of a bank’s 
funds) as soon as proposals can be placed 
before us. There will be many new oppor- 
tunities of utilizing banking resources in the 
revival of businesses that have perforce 
languished owing to the paramount national 
effort. Funds will be required by many 
organizations in the change-over to peace 
conditions, for the installation.of. new ma- 
chinery, replenishment of norma! stocks, and 
for re-equipment and expansion generally. 
These are matters we have continually before 
us, so far as the main war tasks permit. You 
will, therefore, be glad to know that your own 
bank looks forward to assisting both the small 
and the large trader in the work of restoring 
the home and foreign trade of the country. 
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MIDLAND BANK 
LIMITED 


STATEMENT BY THE CHAIRMAN, MR 
STANLEY CHRISTOPHERSON, ON THE 
REPORT OF DIRECTORS AND BALANCE 
SHEET FOR THE YEAR TO 
DECEMBER 31, 1044 


The Chairman, Mr. Stanley Christopherson, 
did not deliver a speech at the annual meeting 


on January 30. In place thereof the following 


statement was circulated to shareholders with 


the report and balance-sheet : 


With great sorrow, and with sympathy and 
respect which we shall show at our annual 
meeting, we report a large increase in the 
number of gallant young men from the Bank 
who have given their lives that we might live 
in freedom. Over 330 have thus gone to the 
extremity of sacrifice in their devotion to the 
cause of all humanity. The missing, for whose 
survival we share the hopes of their relatives, 
number 24, and we look forward to the return 
of 110 men now in enemy hands. No less than 
g1 of our men have been decorated for excep- 
tional bravery and distinguished service 


The 8,400 and more members of our staff 
who are in the Services are constantly in our 
thoughts, and as the war has progressed we 
have been able to make special plans for their 
return to their peace-time work in the Bank. 
Some months ago a letter, signed by myself and 
by Mr. Sadd, our Vice-Chairman, was sent to 
each member of the permanent staff serving in 
the Forces telling him that this matter was in 
the forefront of our planning ; and the response 
evoked by the letter has been greater and 
warmer than we could possibly have forescen. 
Meanwhile the staff administration has been 
re-shaped and strengthened for the purpose in 
view ; provision is made for the reception of 
returning men; and courses have been pre- 
pared in our training branch for refreshing and 
extending their knowledge of banking and over- 
coming as far as possible the loss of experience 
which their war service has entailed We 
are fortunate indeed that our training school, in 
the establishment and development of which 
we have been pioneers, was ready to hand ; 
additional training branches will be opened as 
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the demand requires ; and tutors are carefully 
chosen from our own staff, with full regard for 
their personal qualifications for dealing with 
the returning men. 


In paying tribute to the loyal service of the 
remaining staff, collaborating closely with the 
Management through the Staff Association and 
through the daily intercourse of business, [ 
would refer especially to the courage and 
resource which have been shown by those in 
areas under enemy assault. To support this 
tribute I need mention only a single fact : that 
the staffs of branches in “ shell-fire corner,” 
men and women alike, refused with one voice 
an offer from colleagues in safer areas to 
exchange posts in order that the strain of living 
and working under fire might be to some extent 
shared. 


The past year has seen important develop- 
ments in the service of the Bank. The 
announcement a year ago with regard to this 
Bank’s lending policy for small traders has been 
well received and widely acted upon, so that, 
even while war demands still have rightful 
precedence over all other requirements, we have 
already provided a considerable number and 
amount of “ special,’’ small advances. In addi- 
tion we decided to become a member of the 
Agricultural Mortgage Corporation, taking up 
a due quota of newly-created capital. It was 
felt that, having re gard to the notable addition, 
under new legislation, to the powers of the 
Corporation for promoting enterprise in a 
healthy and well-balanced agriculture, this 
Bank should take its part in operating the 
arrangements for providing long-term capital, 
as well as continuing to furnish in full measure 
the short-term credit and other banking 
requirements of Britain’s most extensive 
industry. 


BANKING PROFITS 


I feel some further attempt may usefully be 
made to remove deep-rooted misundertandings 
about banking costs and profits. One still hears 
it said, for instance, that the war-time increase 
in deposits represents ‘‘ costless credit,’’ or 
funds which, apart from the cash retained to 
meet customers’ day-to-day requirements, the 
banks have been able to utilize to their own 
profit without any countervailing outlay. This 
is far from the truth, The new deposits differ 
not one whit from the old in that they are debts 
from the banks to their customers, to whom the 
bank is responsible for the immediate avail- 
ability of the money. The very fact that the 
Government maintains the economic life of the 
country at maximum intensity increases the 
routine work of the banks and the all-round 
cost of conducting it. It isa mistake, moreover, 
to suppose that the increased deposits involve 
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the banks in no additional charge for interest. 
Over the whole mass of bank deposits, whether 
on deposit or current account, the average rate 
of interest allowed, to judge from our own 
experience, has declined less, since the inception 
of the ‘‘cheap money ”’ policy in 1932, than 
has the average rate charged on the total of 
bank advances. 


Since the outbreak of war the volume of 
advances has declined substantially, and the 
resultant diminution in earnings has been no 
more than offset by the additional income from 
enlarged holdings of investments. The income 
from the other pre-war items among the earning 
assets is about the same, and the sole net addi- 
tion arises from the new asset, Treasury 
Deposit Receipts, which yield a rate of 1} per 
cent. per annum. Against this must be set the 
interest outgoings on new deposits and the fact 
that the banks are earning less from ancillary 
services in connection more especially with 
international trade, while their expenses have 
been largely increased on account of staff, 
special war-time security arrangements for the 
lenefit of customers, war damage and other 
maintenance items. 


The first duty of the banks, in disposing of 
the surplus of gross income over expenses, is to 
keep themselves fully fortified against risks of 
capital loss, whether by bad debts or deprecia- 
tion of investments. This is the primary 
obligation arising from their custody of the 
funds belonging to millions of cumtomers large 
and small. The post-war period of adjustment 
to a peace economy may well bring with it some 
business casualties, and a bank can hardly be 
said to be performing full banking functions 
if it fails to accept reasonable commercial risks. 
We have repeatedly stated our readiness to look 
1pon character with ability as the foundation 
of credit-worthiness. 


Some people, however, while they approve in 
principle of this procedure, seem to suppose 
that the banks can allocate their profits on a 
scale, and with so much freedom from official 
restraint, that enables them to evade tax 
liabilities such as fall to other business under- 
takings. This again is a complete delusion. 
As the Treasury itself indicated some months 
ago, the Inland Revenue authorities have access 
to all the relative facts and figures about the 
internal accounts of the banks. It can definitely 
be said that no profit which the law designates, 
under the authority of Parliament, as subject 
to tax, escapes its due weight thereof. In our 
own case, we have not yet incurred any liability 
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tion are spread over a wide range of ownership. 
In this Bank we have about 78,000 share- 
holders, many of them, such as those acting as 
trustees, representing more than one _ indi- 
vidual ; the average holding of paid-up capital 
thus works out at about {195, and the average 
annual dividend received at £31 less tax. Over 
40,000 of the shareholders own less than {100 
of paid-up capital each ; three out of every four 
own £200 of paid-up capital or less ; and fewer 
than 2,000 of them, or about one in forty, hold 
more than {1,000 each. Over the past ten years 
the number of shareholders has increased by 
roughly 4,000, nearly all of whom fall within 
the up-to-£200 group. Further, even if the bulk 
of the proprietorship were in few hands, there 
could be no domination of the Bank by a group 
acting for its own ends, for, while every share- 
holder, however small his holding, is entitled to 
vote on all matters—including the final divi- 
dend rate—referred to a general meeting, the 
founders of the Bank provided, in their wisdom, 
that no shareholder, however large his holding, 
should have more than six votes. I hope these 
remarks will dispel any lingering idea that the 
banks are profiteering institutions the prime 
purpose of which is to pay rich dividends to 
a small group of people who are believed to 
control their policies and actions. 


THE NATION’S TASK AND THE 
NATIONAL ASSETS 


During the past year much progress has been 
made, both on the side of Government and of 
business, with the preparation of plans for the 
restoration of a healthy flow of peace-time trade 
and enterprise. Noone, by now, minimizes the 
difficulty of the task of transition; yet we 
ought not to allow ourselves to be overawed 
by what at first sight are alarming statements 
about the magnitude and consequences of our 
war effort. Some months ago, for example, 
Members of Parliament were advised to “ steel 
themselves ”’ for an official sum of ‘“‘ the cost of 
the war up to date” it came to {£24,000 
millions. What does this figure mean? We 
shall do well to visualize it, not as a mass of 
liabilities (though indeed it does leave behind 
it a massive accumulation of debt), but as a 
cumulative measure of the flow of money over 
a given point—the point at which it issues from 
the Exchequer. The bulk of the flow passes 
through in wages and salaries and pay of the 
Forces, business profits and other payments 
for services rendered; and from all these 
personal incomes a large part is forcibly with- 
drawn to the Exchequer in taxes. A further 
large share passes back to the Exchequer on 
loan, being thus transformed into debts due 
from the community as a whole to millions of 
individual capitalists (there are 18} million 
depositors in the Post Office Savings Bank 
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alone) within the community. The rest goes in 
current consumption, curtailed as it is by 
rationing and other restrictions. The diminu- 
tion of the volume and lowering of the quality 
of consumption is a partial measure of the 
current real cost of the war, paid as we go along. 


I shall perhaps be reminded that the nation’s 
stock of capital in the form of houses, factories, 
machinery and other assets has been heavily 
reduced through enemy action, deferred 
replacement and other factors. Even here, 
however, we must not lose sight of the large 
number of Government factories erected, the 
modernization of equipment in war industries, 
and the great improvement in the tools of 
agriculture, of all of which a large part may be 
carried over in full utility to meet the needs of 
peace. The restoration of our physical capital 
is a task that lies in our own hands, and it is 
my view that, if we tackle the job whole- 
heartedly, it can be accomplished in a com- 
paratively short time. For be it noted, for our 
assurance, that we have learned something in 
this war more valuable than anything we have 
aspired to in previous national crises. We have 
risen to the demands of the emergency with a 
degree of unity in purpose and in action never 
before attained. I have yet to be told why 
the task of rebuilding Britain should provide 
less of an inspiration to united, enthusiastic 
effort than the task of defeating the assaults of 
unscrupulous enemies. 


| firmly believe, moreover, that once the 
nature of the problem is widely understood, 
the same inherent qualities will be vigorously 
applied to righting our international position, 
suddenly upset as it has been by the unstinted 
contribution of everything we have to the 
attainment of victory. It is true that our course 
will be influenced strongly by the policies of 
other countries, particularly the great trading 
nations among the Allies; and if agreement 
can be reached on the broad principles of inter- 
national commerce our task will be so much the 
more readily accomplished. The self-interest 
of every country in the world requires a strong 
and prosperous Britain; but even should 
collaboration lag, let us remember that 
Britain’s relations with self-governing Domin- 
ions and other parts of the Empire provide the 
unshaken foundation for a combined effort at 
post-war reconstruction. Furthermore, the 
primacy of Britain as a market for many of the 
world’s principal products and her reputation 
for high standards of quality and workmanship 
are ready to hand as powerful instruments for 
re-establishing her commercial leaders ship. 


QUALITIES OF LEADERSHIP 


As I read the story of this nation, the driving- 


power of that leadership is to be found in the 
twin qualities of integrity and enterprise, ex- 
pressed in a thousand ways throughout the 
ever-widening range of adventure in industry 
and trade. These things remain ; they cannot 
be wrested from us by any enemy or by any 
combination of misfortunes ; they have risen 
triumphant over both, again and again. The 
success attained in our war economy is in part 
the result of integrity in business, in public 
administration and in workmanship. -In the 
differing circumstances of reconstruction these 
same qualities will be forthcoming, and as 
controls are relaxed and removed the field will 
be opened up for a resurgence of that spirit 
of personal enterprise which will win us back 
our position in international business relations 
and reassert our leadership in world affairs. 


To set out upon a course that leads beyond 
reconstruction to advancement—and this at a 
time when our main preoccupation must still be 
with the task of waging war—is an act of 
supreme and warrantable faith in the spirit of 
the British people. Greater social security, 
improved standards of living, more leisure, 
better education—all these can be fitted in to 
the pattern of our aspirations for a happier 
society ; but the plans depend for their fulfil- 
ment on personal morality rather than material 
conditions—their mainspring is the quality 
of the individual and his sense of duty to the 
whole community. Elaborate planning will be 
of little use unless as individuals we show the 
same concern for the general good, the same 
singleness of purpose, as have inspired the war 
effort of the nation. On the international 
plane, too, the governing factors are moral. 
Hot Springs, Dumbarton Oaks, Bretton Woods 
—each falls into its rightful place and can serve 
its final purpose, in the welfare of mankind, 
only if the machinery is operated by individuals 
whose qualities of mind and character are cast 
in the same mould of integrity and enterprise. 
Understandings on right and wrong in inter- 
national affairs cannot be defined and carried 
into practice in legalistic terms, with measured, 
pre-determined rights and penalties—they have 
their roots in mutual trust and understanding 
of each other’s difficulties; they find their 
expression in honourable observance of the 
spirit rather than the letter. 


For our part, the real, the traditional assets 
are still there to be used: the spirit of adven- 
ture and enterprise in undertakings; the 
courage and vigour to carry them out; and 
the efficiency and integrity to make them 
succeed—these are the real benefits of partner- 
ship of employees and employers. The qualities 
required to overcome difficulties in industry 
and commerce both at home and abroad are 
simple—they are vision, initiative and hard, 
honest work from everyone. 
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WESTMINSTER BANK 
LIMITED 


HIGHLY SATISFACTORY PROGRESS 


ASSISTANCE FOR INDUSTRY 
RUPERT E. BECKETT ON 
FUTURE NEEDS 


THE HON, 


HE Annual Ordinary General Meeting 
T of the Westminster Bank Limited was 

held on January 31 at the Head Office, 
41 Lothbury, London, E.C. 


The following is the statement of the Chair- 
man, the Hon. Rupert E. Beckett, circulated 
with the report and accounts for the year 
ending December 31, 1944: 


I think it is fitting that I should open my 
statement with a reference to the lamented 
death of our senior director, Mr. Edward 
Clifton-Brown. He had many interests besides 
this bank, but he was assiduous in performing 
his duties here, ever courteous and cheery with 
all, and possessed of a personality which 
endeared him to his colleagues and to his many 
other friends. His passing is the occasion of 
deep regret to us all. I have also to report 
that Viscount Runciman resigned his seat on 
our board in the spring of last year, and we 
miss his wide experience of affairs and wise 
counsel. 


The accounts of Westminster Bank for 1944 
reflect, on the whole, the same features that 
have been common to all banks since the 
commencement of the war. Our deposits and 
other accounts show an increase on the year 
of approximately £57,000,000, and this aug- 
mentation of our liabilities is reflected in a 
corresponding expansion on the assets side, 
mainly in our quick assets. Cash holdings 
have increased by £11,000,000, call money by 
£8,000,000, bills by £8,000,000, Treasury De- 
posit Receipts by £18,000,000, and investments 
by close upon £5,000,000. Our loans and 
advances, although showing an increase of 
£7, 500,000 at December 31 last, decreased, on 
the year’s average, by {2.3 millions. After 
providing for all taxation (including National 
Defence Contribution), the year’s profit, at 
£1,366,907, exceeds that of 1943 by a little over 
£19,000. 

DIVIDENDS REPEATED 

The directors have decided to pay the same 
dividends of a8 per cent. on the partly paid 
shares and 12$ per cent. on the stock (both 
less tax) The other allocations are the usual 
to ofhcers’ pension fund and _ this 
year £300,000, instead of £250,000, to bank 
premises reinstatement and rebuilding account. 
rhis leaves the sum to be carried forward to 
the next account at £535,285, which is some 
£10,000 less than the figure brought in. The 
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accounts of the Ulster Bank which accompany 
the report of the’ directors show a further 
increase in deposits and a concomitant in- 
crease in liquidity, with the natural con- 
sequence that the profits remain relatively 
stable. The progress of this healthy business 
continues to be highly satisfactory. 


Our foreign auxiliary, overwhelmed by war 
in 1940, has, thanks to the success of the 
Allied Forces, now been delivered, and I am 
happy to be able to report that all its branches 
have been freed. It has been possible for 
officers of the bank to make one short visit 
of inspection to the branches in France, but 
at present only postal communication is 
possible in the case of the branches in Belgium. 
It is apparent, however, from these limited 
contacts that the senior officers in charge of 
the branches, seconded by a devoted staff, 
successfully exerted their utmost powers in 
loyal defence of the interests of the bank while 
they were subject to enemy regulation and 
supervision. 

Before the war the deposits of the Clearing 
Banks amounted to £2,245 millions, and at the 
end of November, 1944, the total had almost 
doubled at £4,398 millions. 


WARTIME TRADE 


Wartime brings about a complete reorienta- 
tion of our trade and industry, for the whole 
community has to concentrate its activities 
exclusively on the national effort. Some export 
trade is, of course, being transacted, but the 
vast bulk of the nation’s output is to meet 
our own and our Allies’ war needs, with the 
majority of producers engaged directly or in- 
directly for the Government, as their sole 
customer and debtor. For them their pre- 
war procedure is thus considerably simplified. 
They have the readiest market for their goods ; 
it is huge and well-nigh insatiable, and pro- 
vides the fullest outlet for all they can produce. 
This development is inevitable in a closed and 
controlled war economy, and producers, with 
their single assured customer—namely, the 
State—have no longer to encounter the forces 
of home and foreign competition. 


HELP FOR GREAT AND SMALL FIRMS 


The banks have given the readiest financial 
assistance to great and small firms alike, pro- 
viding the means to enable the fullest expan- 
sion of production, to meet the huge demand, 
even in cases where a firm’s own resources 
would not normally have justified it. The over- 
riding consideration with the banks has been 
their desire to stand behind the nation and 
co-operate with the Government in its stupend- 
ous war effort. The provision of additional 
and extraordinary financial requirements has 
been facilitated by the system of progress pay- 
ments, under which the Government pays its 
contractors instalments for work done. Ex- 
penditure on the war effort has thereby 
become in a large measure self liquidating, 


and the provision by the banks of this type of 
finance is in strict accord with British banking 
tradition even if it is, and indeed must be, on 
an enlarged scale. 
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It should be observed, however, that coin- 
cidentaliy there has been a progressive liqui- 
dation of the nation’s stocks of peacetime 
goods without replenishment, and _ this 
accounts, in large measure, for the reduction 
in the banks’ advances during the war. It is 
a general world-wide wartime phenomenon. 
With the whole industrial machine still work- 
ing for the war effort it is nevertheless oppor- 
tune, in view of the approach of the end of 
the war in Europe, to make preparations for 
the transition from war employment to peace 
employment. No nation can undergo the 
ordeal of war, and especially of this war, 
without impoverishment and economic ex- 
haustion, and those well-meaning people who 
imagine that we shall, as a nation, emerge 
better equipped and ready for a triumphal 
entry into a new world will, I fear, be sadly 
shocked by the realities of international 
devastation and dislocation. 


ADJUSTMENTS TO PEACE CONDITIONS 


Industries and businesses, both big and little, 
whose normal activities have been diverted 
and adapted wholly or in part to purposes of 
war, will need adjustment to, and equipment 
for, the resumption and extension of their 
peacetime activities. Not only have we had 
to hold in abeyance all the work that would 
normally have been fulfilled during the years 
of war—in itself a colossal accumulation— 
but we shall also have to repair all that has 
been broken down and destroyed during the 
war years in every department of our social 
and national life. In short, we have three tasks 
to combine in one. To catch up the arrears ; 
to restore the wartime damage; and to 
reconstruct anew. The immensity of the task 
will be apparent to everyone, and when we 
remember that the same tasks confront all 
the nations of Europe and elsewhere, it will 
be seen that work to the maximum extent, and 
with the greatest energy and concentration, is 
ahead for many years. 


We as a nation will be concerned to rebuild 
internally, and also externally, for our depen- 
dence upon export trade has been if anything 
brought home to us with added emphasis 
during the war. Our internal and external 
trade are indeed vitally related to each other, 
but our internal programme and needs must 
not distract our attention from the develop- 
ment of our export trade on an unprecedented 
scale. In many cases, not only have we to 
make up the leeway of development in the war 
years, but we have entirely to modernize equip- 

nent which has failed to keep pace with 
pone 


GREAT DEMANDS FORESHADOWED 


Che need for the import of raw materials, 
which can only be paid for by exports, the 
necessity for the simultaneous provision of 
large quantities of consumption goods, and the 
re-equipment of industry, will occasion great 
demands on the supply alike of finance, ma- 


terials, and labour 





I pre-war years 50 per cent. of the re- 
sources of Clearing Banks were employed by 


way of advances in direct assistance to in- 
dustry. As will be seen from the table, the 
ratio of advances to deposits was already only 
43.8 per cent. in August 1939, and in the latest 
figures it has fallen sharply to 16.8 per cent. ; 
in other words, it is now less than one-third 
of what it was in former years. The funds that 
have thus been left unused by industry have 
gone partly into investments, but to a far 
greater extent into Treasury Deposit Receipts, 
the total of which is already nearly £1,550 
millions. This forms a reservoir from which 
may be drawn the large funds that will become 
necessary when the war ceases and the whole 
process of national reconstruction begins. 


GRADUAL BUT ASSURED PROGRESS 


The banks will naturally facilitate the 
change-over from the Government to industry 
as their prime debtor, but in all spheres of our 
national activity, post-war progress will of 
necessity be gradual though assured. Finance 
and credit must march in step with this 
development. 

The accumulated wartime savings of the 
nation, in so far as they remain in the hands 
of the banks and become available by the 
retirement of Treasury Deposit Receipts, will, 
through the intermediary of the banking 
system, be devoted to the provision of finance 
for the furtherance of desirable schemes of 
industrial development, for essential re-equip- 
ment, and for the export trade. Other savings 
of the nation will be available for direct invest- 
ment in the provision of finance for these 
essential objects. 

But finance is less likely to be a limiting 
factor than the availability of material and 
labour which, in the immediate post-war world, 
will largely be needed for the building and re- 
conditioning of houses and their re-equipment, 
and for the provision of much needed con- 
sumption goods. 


ADEQUACY OF BANKING SYSTEM 


The impact of war demonstrated the 
adequacy of the preparations made by the 
banking system for the maintenance of all 
essential banking services and for the complete 
mobilization of banking activities for the 
support and furtherance of the national war 
effort. Peace, when it comes, will find the 
preparations of the banking system to deal 
with the problems and difficulties of the post- 
war period fully sufficient in the provision of 
justifiable finance for industry, agriculture, and 
export trade, for the continuance and ex- 
pansion of all essential banking services, and 
for the re-employment, with adequate training, 
of the members of the staff returning from war 
service. 

The banking system has shown itself, even 
under the stress of total war, a flexible and 
highly efficient piece of machinery. It has its 
roots in the past, has evolved with the growth 
of our national life, and has demonstrated to 
the full, by its stability, integrity, and proved 
technique, its ability to face the future with 
confidence and a good heart. 





NATIONAL 
PROVINCIAL BANK 


CONSIDERABLE EXPANSION IN 
FIGURES 


HELP FOR SMALL BUSINESSES 
CAMPBELL ON POST-WAR 
TRADING 


MR. COLIN I 


HE 112th Annual General Meeting of 
the National Provincial Bank Limited 
was held at the head office, 15 Bishops- 


lon, E.C., on January 30 


is the statement by the 
Colin F. Campbell, which has 
to shareholders with the report 
heet as at December 31, 1944 
ENT OF ACCOUNTS 
During the year which has just ended there 
has been considerable expansion in our balance 
figure Current, Deposit, and other 
been increased bv /68 569,660 


sheet 
accounts 
to the f 559,911,939 

y liquid position has been main 
tained Acainst our liabilities we show cash 
items and bills amounting to 
£140,551,042, with Treasury deposit receipts 
of {£214,000,000 and investments mostly 
British Government securities of reasonably 
short life, amounting to 4£133,776,403. The 
advances made by the bank have increased 
during the from {108,687,467 to 
£114,502,138, but, of course, the proportion of 
this figure to deposits is much reduced com- 
pared with | When trade returns 
to its normal channels, and the 
necessity for the financing by his Majesty’s 
Government of purchases of commodities and 
raw materials has disappeared, we shall hope 
to see the bank’s power to assist its Customers 
in the item 


short money, 


yeal 


re-wal day Ss 
peacetime 


reflected in a substantial increase 


of advances 

YEAR’S OPERATIONS 
resulted in our 
showing 2 net profit of jd., as 
comparea with /1,256,394 19s. 5d. for the year 
1943. Welt brought into the accounts from 
the previous year a sum of / 
that the amount available aggregates 
é 284 6s. 4d. An interim dividend has 
already been paid, and a final dividend at the 
same rate will require a total sum for the year 
of £7 The allocations proposed are 
as_ follows To bank premises account, 
{100,000 ; to pension fund, £150,000, and to 
war contingencies fund £250,000, leaving to be 


The vyeat rading has 
$1,270,670 5S 
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£1,550, 
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carried forward to the next account a sum of 
£660,328 2s. 4d. 


ASSOCIATION WITH INDUSTRY 


A year ago in the short statement sent to the 
shareholders, I alluded to the help which the 
bank is always ready to afford to the small 
trader and man of moderate means and good 
reputation. From such sources in the past 
many sound businesses have developed. We 
look forward to an extension of opportunities 
in this direction 


Our business has close and far-reaching 
association with the great industries of this 
country, including agriculture, in which enter- 
prise and skilful management have done so 
much to enable the huge burden of war pro- 
duction to be successfully borne. Both coal 
and cotton have been subjected to much 
criticism during the year, which, we hope, will 
lead to a still greater degree of efficiency in 
these all-important trades. 


NEED FOR TRADE FREEDOM 
Probably no subject has occupied the 
thoughts of all political parties and indus- 
trialists more than that of ensuring full em- 
ployment after the war, upon which in large 
measure rests the prosperity of British trade 
generally. With some of the proposals placed 
before the public bankers would be in full 
agreement, such, for instance, as the control 
over foreign exchange, over the import of 
luxuries and the distribution of food, but I 
am convinced that this prosperity will be best 
served by the utmost freedom being given to 
those engaged in business who, by long ex- 
perience, understand the problems connected 
with their particular trade, whether at home 


or overseas. 


It is from this angle that the prolonged 
discussions, culminating in the Bretton Woods 
proposals, have to be considered. Definite 
progress has been made showing that other 
nations are willing to consider wide co-opera- 
tion in a real effort to avoid the restrictive 
methods which came into force after the last 
war. 


In the meantime, the development of bank- 
ing methods is continuous and its services are 
at the disposal of all credit-worthy people, s 
that with the distribution of the wealth of the 
country spread over an infinitely greater pro- 
portion of the population than was the case 
in pre-war days, it is to be hoped that many 
who were not in the habit of taking advantage 
of banking services will do so, and by this 
means will help forward the much larger 
volume of trade that will be necessary. It 
cannot be emphasized too forcibly that for 
many years to come this country will be facing 
the world as a debtor instead of a creditor 
nation so that a large increase in the volume 
and value of our exports is essential to the 
maintenance of the standard of life at present 
enjoyed. 








